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exemplifying the new trend in store design and modern lighting techniques 


NOVEL exhibition-on-wheels, the Pitts- 

burgh Store Modernization Caravan is of 
interest to everyone having anything to do with 
retailing. Employing two truck-driven 26-foot 
trailers, it is a practical as well as an exciting 
show. 

Here is a twelve-unit exhibit (each trailer 
holds six models) which demonstrates through 
“true-to-life” scale models, the latest advances 
in store front and interior designs, and in mod- 
ern lighting techniques. Designed by a na- 


tionally-known authority, the lamps ani fix. 
tures are accurately proportioned to duplicate 
in miniature the actual conditions met in store 
illumination. This Pittsburgh Store Moderni- 
zation Caravan shows how present structures, 
as well as new buildings, can become even more 
effective through proper lighting and proper 
design. 

Make sure that you visit the Pittsburgh Store 
Modernization Caravan when it reaches your 
city. Watch for its coming. 


TWELVE SCALE-MOD 
of distinctive store 
signs, like the one ij 


Store exteriors, win 
interior arrangem 
and lighting are accu 
reproduced. 
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3ARBER 

Always in 
the Lead on 
Conversion 
Burners 


PERFECTED DESIGN: These are no experimental burners but tried and 
tested in many thousands of installations over a thirty year period. That 
means trouble-free operation, fewer complaints, returns, and service 
charges. , 


OUTSTANDING EFFICIENCY: Famous patented Barber air-activated jets 
(available in no other burner) assure the most intense heat with a true 
“scrubbing” flame action on all walls of fire-box. 


DIRECT ACTION: This flame is applied direct to walls of combustion 
chamber—no refractory, no spreader. 


GREATEST ECONOMY: Thorough combustion gets the most from the fuel, 
the most from the equipment. Also, a Barber job includes no fancy 
trimmings, which add to the cost but not to the utility. You can even, in 
most cases, use the existing automatic controls, if the owner has them. 


TAILOR-MADE FIT: Barber models are furnished in proper sizes for all 
round or oblong furnaces or boilers, and are further adjustable to correctly 
fit all grate dimensions. 
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All the points above are strictly relevant 
fo the value of any conversion burner 
purchase. Remember, too, that Barber Is 
the pioneer specialist in the design and 
development of every fype of burner unit 
for all gas appliances, and freely offers its 
engineering facilities for your use. Ask for 
complete Catalog showing all Barber prod- 
ucts. 







HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


aznARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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NORWALK Products are Stocked 
at 12 Factory Branches 


@ San Francisco Pittsburgh 

@ Los Angeles Washington ; 
© Minneapolis © Philadelphia 
e Chicago ®@ New York 

©@ Detroit ® Albany 


© Cleveland 3 ® Boston 


Service Shops in Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 


VALVES © REGULATORS # GOVERNORS GOVERNORS @ VALVES @ REGULATOR 


GAUGES e N.50 INSPIRATOR GAUGES © MERCURY | 
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wt ogy is a story about how one util- 
ity company got a better under- 
standing of its employee relationship 
problem which, for obvious reasons, will 
never be printed. It was during the war 
when labor supply was especially tight 
all over, particularly for transit compa- 
nies. 


A CERTAIN company we know about, 
but cannot tell more about, had adopted 
all the ready alternatives: One-man car 
operation, use of women in lieu of men 
operators, and elimination of any em- 
ployment policy restrictions against ra- 
cial minorities, and so forth. For all that, 
the company’s turnover on new em- 
ployees was running high, terrifically 
high. The company was getting its share 
of new applicants, considering the ex- 
perience of other business lines at the 
same time in the same city. This showed 
that the company’s advertisements and 
recruiting efforts were “pulling.” Fur- 
thermore, the older employees were 
standing by with remarkable loyalty. It 
was the newcomers—those with from 
one to six months’ service—who were 
steadily drifting away, shortly after com- 
pleting training courses. 


A NEWLY hired personnel manager of 
this company decided on heroic measures. 
Being unknown to any but the top level 
of the organization, he successfully dis- 
guised himself as an applicant and took 
the usual training course along. with 
other recruits, to see if he could find out 
what was going wrong. The answer was 
fairly simple. The new employees were 
permitted to stand around for hours 
without attention or instruction while 
older employees looked at them askance. 


| gotenr pa about the company was 
confined to an antiquated “get ac- 
quainted” booklet which principally fea- 
tured the photographs of the company 
officials, Little or no appeal was made to 
the recruit’s pride on the basis of the im- 
portance of the work, its relation to the 
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war effort, the proud record of the com- 
pany, and continuing advantages of long 
service. “They were hired like day la- 
borers and being treated like displaced 
persons,” said this personnel manager in 
a very candid report, which explains why 
the experience must remain nameless. 
That company did something about it 
fast—and successfully. 


But we heard enough off the record 
to make us editorially sensitive to the 
need for penetrating and informative 
articles dealing with the proper psycho- 
logical approach of management to em- 
ployee relations, especially during the 
early months when the employee’s atti- 
tude is in such a plastic state, It is dur- 
ing that time when he is making up his 
mind whether he likes the work or not 
and whether he will decide to stay and 
make it his chosen calling. 


WE are glad to present in this issue just 
such an article by a company executive 
who has demonstrated a keen apprecia- 
tion of the importance of winning the 
employee’s interest and friendship, The 
author is R. K. Lane, president of the 
Public Service Company of Oklahoma, 
who was born and raised in Dodgeville, 
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IBM CARDS SPE 
PUBLIC UT ACCOUNTING 


DETAIL 
DISTRIBUTION 
CARD 


PAYROLL 
MATERIAL 
TRANSPORTATION 
ACCOUNTS PAYABLE 
PETTY CASH 
ACCOUNTS RECEIVABLE 
MERCHANDISE SALES 
JOURNAL ENTRY 
CASH RECEIPTS 
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IBM Accounting provides a uniform machine 
method for all major public utility accounting 
and statistical functions. Once IBM Cards are 
punched with information concerning each 
accounting entry, all subsequent operations 
are performed automatically. 


Electric Punched Card Accounting Machines 
handle all payroll, material, accounts payable, 
and transportation accounting. In addition, all 
types of financial and operating reports are 
available to management when they are needed. 


The inherent flexibility of IBM Accounting 
enables each installation to meet individual 
requirements. An IBM representative will be 
pleased to discuss further the man 
advantages of the IBM method for 
General and Customer Accounting. 


ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 


PROOF MACHINES... SERVICE BUREAUS... ELECTRIC TYPEWRITERS... 
TIME RECORDERS AND ELECTRIC TIME SYSTEMS 


Business Machines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, W. Y. 
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Wisconsin. He was educated at the Uni- 
versity of Wisconsin with a BS degree 
in engineering, after which he entered 
the Army service in World War I and 
rose to the rank of Captain of Field Ar- 
tillery with the AEF. 


His first professional affiliation was 
with the Southern Illinois Light & Power 
Company in 1919. He became general 
superintendent of the Southern Okla- 
homa Power Company in 1921 and power 
plant design engineer for the Illinois 
Power & Light Company in 1923. He 
was made vice president in charge of op- 
eration and construction of his present 
organization in 1927 and has been presi- 
dent and director since 1939, Mr. LANE 
has been exceptionally active as a leader 
in chamber of commerce and other civic, 
business, fraternal, and professional or- 
ganizations. 


* * * * 


NOTHER article following a some- 
what parallel line, but dealing with 
tne more delicate problem of employment 
at the executive level, is that entitled “The 
Problem of Choosing Able Executives” 
by BurteicH B, GarpNeR (beginning 
page 842). Mr. GARDNER’s approach is 
so unusual and—to us at least—so orig- 
inal that we feel that it will stimulate 
thought and serious attention among 
many of our readers connected with util- 
ity company management, The idea of 
using psychological tests for genera] per- 
sonnel hiring is no longer novel. Indeed 
it has become standard practice with 
many large-scale organizations. But the 
idea that such a highly specialized re- 
sponsibility as that of a company execu- 
tive could be brought under the applica- 
tion of any impersonal formula is cer- 
tainly one that challenges attention if not 
immediate acceptance. 


BurteicH B. GARDNER was born in. 


Galveston, Texas, in 1902, studied at the 
University of Texas, and received his 
PhD from Harvard in 1936, He spent 
five years as personnel] consultant for 
Western Electric Company before join- 
ing the staff of Chicago University 
School of Business Administration where 
he is now professorial lecturer, conduct- 
ing courses designed for executives and 
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supervisors from business and industry. 
He is also executive director of Social 
Research, Inc., which is a private man- 
agement consulting firm specializing in 
problems of human relations in industry, 
and which numbers among its clients 
such well-known organizations as Sears 
Roebuck, International Harvester, Mar- 
tin Aircraft, Columbia Broadcasting 
System, Encyclopedia Britannica, etc. 


* * * * 


B= C. Burpen, whose article 
on “Too Little for Too Many” be- 
gins on page 834, is now a private com- 
munications engineering consultant of 
Lincoln, Nebraska. He will be readily 
recalled by many, however, as an engl- 
neering consultant in the communications 
division of the War Production Board, 
and later as the engineer for the United 
States Independent Telephone Associa- 
tion, Educated at Bliss Electrical School, 
Mr. Burpen’s earlier business back- 
ground was principally with the Lincoln 
Telephone & Telegraph Company of 
Lincoln, Nebraska. He is the author of 
numerous articles dealing with telephone 
and electronic developments. 


THE next number of this magazine 
will be out July Ist. 
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faster,......easier.......more efficient 


THE REVOLUTIONARY 
NEW FILM-A-RECORD 
READER-DESK 





i So fast that in 60 seconds or less you can locate any image on a 100-foot 
toll of Microdexed microfilm. ll So easy to operate you just slip film between glass flats 


to load, flip adjustment wheels to focus or change image position, twist control knob 


to start film traveling up to 150 ft. per min. M'So efficient that you can perform all 


operations without leaving your chair... stop or reverse film insfanily ... advance 
film with one hand and transcribe with other hand. Fixed focus at all readable speeds. 

Screen scientifically tilted and essted to improve visibility. eliminate eye strain. ..% 
Driven and cooled by one motor. Ml For descriptive folder, write to Room 145, ee 
Photo Records Div.. 315 Fourth Ave., New York 10 
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THEY ALL HATED THE BOSS 


State Socialism, which almost invariably begins its infiltration 
into free enterprise countries through the nationalization of utili- 
ties and other vital public service industries, has generally dis- 
closed one characteristic pattern; that is, to drive a wedge of 
misunderstanding, suspicion, and distrust between employer and 
employees. After the employees have been persuaded to "hate 
the boss,"’ Socialism is then presented as a system that will bene- 
fit the working classes me give them new freedom. Eugene 
Lyons, noted and distinguished author of this article, was for 
some years editor of AMERICAN MERCURY and is.now on the 
staff of THE READER'S DIGEST. He shows how this technique 
of socialistic progress has become probably the most brutal and 
bare-faced hoax of modern world history. His account of what 
has happened to workers abroad who have fallen for this familiar 
“hate the boss" line of araument is commended to the attention 
of employers, employees, and anybody else who thinks of Social- 
ism in terms of freedom and benefits for the workers. 


THE SHASTA POWER CONTROVERSY 


In the forthcoming political campaign, especially in the west- 
ern coastal states, the activity of public power agencies of the 
Interior Department is likely to be the subject of much public dis- 
cussion. Perhaps most controversial of specific problems of this 
class has been the situation growing out of distribution of power 
from Shasta dam in California's Central valley. Jane Eshleman 
Conant, experienced San Francisco newspaper woman, has en- 
deavored to give us an on-the-spot yet comprehensive and ob- 
jective account of what the ‘Shasta issue" is all about. 


WHAT ARE AIR MAIL COSTS? 


The economics of rate making for air transportation differ so 
widely from conventional common carrier rate regulation that a 
comparison of the two respective approaches provides a provac- 
ative study. David S. Stanley, formerly of the research depart- 
ment of United Airlines, tells us in this article how important the 
cost of handling air mail and the revenues derived therefrom are 
in the establishment of commercial air rate structures generally. 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


‘[ never thought of floors in relation to earning power” 





HERE'S WHAT THE ARCHITECT SHOWED 


. 
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Why Q-Floor reduces building time 
20 te 30%. 


QFloor is steel subfioor, delivered pre- 
cut. Two men can lay 32 sq. ft. in 30 sec- 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Stee! construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 


H. H. ROBERTSON COMPANY 
2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 
Fectories in Ambridge, Pe., Homilten, Ont., Ell ° Englend 


Offices in 50 Principal Cities SOK, World-Wide Building Service 
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“There never was in the world two opinions alike.” 


CLARENCE J. Brown 


U. S. Representative from Ohio. 


Tuomas E. Dewey 
Governor of New York. 


James O. Rice 
Assistant secretary, American 
Management Association. 


EprrorrAL STATEMENT 
New York Herald Tribune. 


Gustav EcLorr 
Chairman, American Chemical 
Society's petroleum division. 


James Harrison 
Writing to the editor of PM, 
New York. 


WiiraM E, Leany 
Washington (D. C.) attorney, 
successfully arguing for a 
dairy codperative. 
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“Four horses of the New Deal—confusion, corruption, 
Communism, and controls.” 


* 


“{I am] profoundly convinced that government can 
never do any job as well as private enterprise.” 


> 


“Employee communication is the entire essence of in- 
dustrial relations and indeed of management itself.” 


¥ 


“. . . the public must eventually come to decide that de- 
plorable and dangerous transit deficiencies, that soaring 
tax rates and compounded nuisance taxes, that unsound 
financing methods and curtailment of other city services 
are intolerable alternatives to accepting the necessity that 
each rider pay what a subway ride costs.” 


* 


“It seems wise for our government to stay out of com- 
petition with oil and coal companies. It should not be in 
business competing with private industries operating on 
incentive lines to produce low-cost products. Private in- 
dustry should not be placed in a position of competing 
with tax money to which it has contributed substantially.” 


* 


“My [flood] solution would be for each life lost by 
those floods, the life of a Senator or Representative who 
voted against flood control shall be taken and, for each 
dollar of damage, a like amount should be taken from 
the Senators and Representatives who voted against flood 
control. It would bring it much closer to these ‘people’s’ 
representatives.” 


* 


“When we [as a co-op] act to eliminate competition, 
we're within our rights, so long as we do so in our own 
self-interest. Bet your life we try to deprive noncustomer 
retailers of their milk supply. We'll persuade them to come 
into our organization as customers if we can. And when 
we do so, we're fully within our rights in the economic 
struggle. We're fully authorized by Congress and pro- 
tected by law, and unless the net result is undue price 
enhancement, we haven’t violated any law.” 


12 
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Read why Dodge “Job-Rated” trucks are easier to handle! 


You can swing around in narrower streets. 
You can “jack-knife” into alleys or up to 
lading platforms with much ater ease! 
You get this greatly improv maneuver- 
ability from an entirely new front-end chassis 
design. 

Turning diameters are shorter, the same both ° 
right and left, because of new “‘cross-steering,” 
with shorter wheelbases and wide tread 
front axles. 

Front axles have been moved back, and engines 
forward . placing more load on the front 
axle. Cab-to-axle dimensions remain the same, 


with shorter wheelbases. You get much better 
weight distribution, and you can carry 
increased payloads, too. 
This new weight distribution, with longer 
springs, produces a marvelous new “cushioned 
ride.” Look at the chart below. See how Dodge 
compares with competition . . . not only in 
ease of handling and weight distribution, but 
in many other important features. 
Step into the new “‘Pilot-House” cab of one of 
these new Dodge “.Job-Rated’” trucks, and 
drive! You won’t find equal maneuverability, 
comfort or vision in any o' other truck! 








Read this 10 Foint Comparison, too! 


(Dodge Model yi 14, 500 te Gross Vehicle Weight— and 
petitive Models.) 





DODGE 
FEATURES AND ADVANTAGES "Job-Roted” | TRUCK = 





Wheelbase 161 in. 158 in. 


TRUCK 
— 
159 in. 





Cab-to-Axle—to take 12-foot body 84 in. 84.06 in. 





Wide-Tread Front Axles (shorter 


turning—more stabitity) 56 in. 


60.03 in. 





Modern “Cross-Type” Steering No No 


Sob Relled” 





60% ft. 
54% ft. 


Turning Diameter * —Left 
—Right 





Maximum Horsepower 109 $3 100 





Total Spring Length (Front and Rear 
"Cushioned Ride") 162 in, 


194 in, 171% in. 


=—=/ TRUCKS 





Cab Seat Width (Measure of Roominess) {| 57% in. 52% in, 


51% in. 


47% in. 52% in. 





Windshield Glass Area a 901 sq. in. 713 sq. in, 


638 sq. in. 


545 sq. in. 713 sq. in. 














Vent Wings plus Rear Quarter Windows Yes No No 


No No on.tyY DODGE BuitDs 














springs J] Measured trom production modets. 


* To outside of tire (curb clearance ) Computed trom data based on tests or computations obtained from usually rehable sources, fll lout 
& Computed from width and depth measurements; no atlowance for contours. 


SAtkaad TRUCKS 
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REMARKABLE REMARKS—( Continued) 








Rosert A. MILLIKAN “A purely materialistic philosophy is the height of un- 
Dean of American scientists. intelligence.” 
. ~ 
EprrortaL STATEMENT “After all, employees are still human beings, not just 
Chicago Journal of Commerce. extensions of the machines they operate, not mere entries 





on the payroll. Companies which give fullest recognition 
to this human element are the most successful in banish- 
ing the fiction of the stony-hearted boss.” 


a 











W. C. MuLLENDORE “Most of us like to feel that we are of some importance 
President, Southern California in the world, and one of the principal sources of such a 
Edison Company. feeling is the importance of the work which we do. I know 






of no function, governmental or otherwise, which today is 
exceeded in importance to society than that of our com- 


pany. 







* 


Henry W. JoHNSON “It ought to be obvious to every citizen that our Ameri- 
President, New Jersey Manufac- can political elements are pushing toward the subversion 

turers Association. of our American way of life when they realize that the 
power to tax now consumes 27.5 per cent of our total 
national income, or a total tax bill of $56 billion, and 
when one out of every twenty-five citizens is on the public 
payrolls of our nation, state, and local governments.” 


* 


EprrortAL STATEMENT “The average taxpayer ... is not usually aware of the 

The (New York) Sun. extent to which Washington’s officialdom invades the 
states. The New Jersey Taxpayers Association has cited 
the fact that, in comparison with about 16,000 state em- 
ployees, the Federal government employs 44,000 persons 
in the state of New Jersey. The association made it clear 
that a substantial part of taxation pays salaries of public 
employees...” 
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Austin S. IGLEHART “We are face to face with the task of improving inade- 
President, General Foods quate human communications, Since the first days of the 
Corporation. telegraph, we have excelled in the development of the 
tools of communication. We are adept in the communica- 
tion of market prices, production orders, shipping in- 
structions, and the like. But we have been inept in the 
communication of ideas—and of the information which 
creates understanding among people who work together 
in an enterprise.” 




















* 





s 





R, M. Fow.er “The issues of the year will be great issues and largely 
President, Canadian Pulp & Paper unfamiliar, and the solutions will be difficult to come by. 
Association. If the decisions are taken wisely and courageously, the 






fortunes and trade of the world can flow in a broad 
stream through prosperous and sunny lands. If the nations 
—and particularly the nations of this continent—are timid 
and unimaginative, the human and material resources of 
the world may trickle away through bleak and barren 
channels. For better or for worse, 1948 is bound to be a 
watershed in the affairs of men.” 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 


Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this De ent. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 
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NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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SOMHOO HAL ANACAAMIOOMNNATANHOHAMNH 
ROANOKE ANMACNNOE™ ANTE EMANGCOVCOCOTO 


HHAAKCNAMMMNS COOH OOOrK lS OODAABOS 
« 


COMOCOAHHAAMMNIBOHNBOCONNHOTOVOVOIHr ON 
FHOCHOFOCOHOAUAONAMAAAACADOANE TA 
OOADOOAANDOHEOAMEONOH COLNE CHAANACOM 
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Add to Your Profits by Saving on Maintenance!” 


The annual bill to industry for loss by rust is $6,000,000,000. 
You contribute a share to this waste if you fail to protect all 
rustable metal in your buildings, power lines, structures, etc. 
Rust-Oleum Rust Preventives will help you to achieve greater 
net profits by a sharp reduction in the cost of maintenance of 
exterior and interior metal surfaces which rust. 


You profit by using Rust-Oleum. It saves labor four ways—. 
1. Less preparation is required. 2. Can be applied 25% faster. 
3. Covers 40% more area per gallon. 4. Depending on condi- 
tions under which it is used, Rust-Oleum outlasts ordinary 
materials two to ten times. 


All these savings contribute to increased profits. Rust-Oleum 
adds extra years of life to buildings and equipment. 


Distributors in Principal Cities 


This catalog gives facts on how 
to stop rust. We'll gladly send 
& copy to all utility officials. ‘ag nate = ea +) Pha nes Male 'S es 
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» a LION 


You can’t tam 





(Case History #65) 


Run-away upkeep costs 
had Mr. Higby in a dither. The 
lion’s share went to maintain his 
building's floors. So he set out to 
tame them by hunting up “good 
buys” in wax and cleaners. Yet the 
lion kept running wild. 


Getting the low-down on Leo You're just Now things purr along With a Legge labor- 
pinching his tail, a Legge floor specialist told Mr. saving program and materials that work easier, Mr. 
Higby. Labor takes 75% of your floor dollars; pur- Higby cut payroll time on a typical floor from 64 
chases only 25%.So ‘bargain’ savings are chicken-feed! | man-hours to 6. Overall, he now saves a lion-size 32%. 


FREE! THIS BOOK TELLS HOW : A10-minute read- 
TO TAME YOUR RUN-AWAY COSTS ing of this book mey 
. : - show you how to save 
Knowing your costs is one half the battle. Developing a much. So send for it, 
corrective program is the other. The story of how Legge without obligation. 
technicians can help you with both is told in our free book- Clip the coupon to 
let, “Mr. Higby Learned About Floor Safety the Hard | your letterhead and 

Way.” It describes how these trained men: 4: ‘ mail. 
(1) develop a floor maintenance 
program tailored to your needs; 
(2) teach your staff scientific, 
time-saving methods; oe 
(3) give you polished, Non-Slip 1 Wout tnd Se, New York 18,1 
floors at savings as high as 82%. | 360'N. Michigan Ave. Chicago |, It 

Gentlemen: 
OF WON-SL/PF\00R MAINTENANCE 'iiatientbnadeneaaiieaabald 


oo 
WALTER G. LEGGE COMPANY, INC. “Bes 


t Floor. 
New York + Boston + St. touls + Chicago * Houston » Seattle + Cleveland + Philodelphic vee of 
los Angeles » Washington, D.C. © Denver « Rochester © Pittsburgh « Detroit + Hartford Areo____sq. ft. Pip 
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THE ONLY VERTICAL 
BOOM DITCHER 


on 


digs clean—leaves no ramp 


Here's an exclusive ditcher feature that saves 
a lot of hand labor. The Barber-Greene's verti- 
cal boom digs straight down, right up to walks, 
foundations, 
etc. There’s no ramp to run up digging costs. 

Closely spaced, self-cleaning ‘“‘kick ovt"’ 
buckets, traveling at high rate of speed, cut like 
a milling machine . . . leave a clean-walled 
trench. It's this efficient operating principle that 
gets the B-G Ditcher through materials as tough 


NN all gopent” 


underground piping and mains, 


m 


. discharges on 


dpat se 


eith 


as coral rock — down to 8 feet, 3 inches; widths 
up to 24 inches. Feeding speeds range from 10 
inches to 8 feet per minute. 

An adjustable spoils conveyor discharges on 
either side, and the automatic overload release 
protects both the machine and hidden objects. 

Find ovt how this compact, maneuverable, 
easily controlled unit can keep your trenching 
costs down .. . and what varied work it will 
perform. 687A 


ILLINOIS 


er side 
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COAL MACHINES 


LOADERS == PERMANENT CONVEYORS PORTABLE CONVEYORS 
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Pioneering—clearing a new right of way Industrial Distributors give these versa- 

for electric primaries, water main exten- tile crawlers the “‘edge’’ on any land 

sions or gas lines—is greatly simplified by clearing or earthmoving job. 

using the bulldozing power of Inter- Let your International Industrial Power 

national Diesel Crawler Tractors. Distributor help select the tractors for 
The job gets done economically and your construction program. 

quickly, for these are fast and power- 

ful tractors. And the matched bull- heduetetal Power Dtvislen 


dozers and other equipment sup- INTERNATIONAL HARVESTER COMPANY 
plied for them by International 180 North Michigan Ave. Chicago 1, Iillineis 


INTERNATIONAL POWER; 


CRAWLER AND WHEEL TRACTORS + DIESEL ENGINES » POWER UNIT 
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q one tord Independent Telephone Association begins annual convention, Los Angeles, 
Ca 94 





| Pacific Coast Electrical Association ends annual meeting, San Francisco, Cal., 1948. 





' comptes Electrical Association ends annual convention, Murray Bay, Quebec, Canada, 








| Michigan Gas Association and Michigan Electric ig Association will hold joint 
annual convention, Mackinac Island, Mich., July 12, 13, 





4merican Institute of Electrical Engineers begins summer general meeting, 
Mexico City, Mex., 1948. 





{ American Society of Civil Engineers will hold annual convention, Sedttle, Wash., 
July 21-23, 1948. 





National Association of County Officials ends annual conference, Jacksonville, Fla., 1948. 





American Home Economics Association ends annual meeting, Minneapolis, Minn., 1948. 





Washington Independent Telephone Association and Oregon Independent Telephone 
Association begin joint convention, Spokane, Wash., 1948. 





American Water Works Association, Minnesota Section, will hold meeting, Winnipeg, 
Manitoba, Canada, Sept. 1, 2, 1948. 





{ New Jersey Gas Association will hold one-day convention, Spring Lake, N. J., Sept. 
10, 1948. 





Pacific Coast Gas Association will hold annual convention, Santa Crus, Cal., Sept. 14-16, 
948, 





American Water Works Association, New York Section, will hold meeting, ‘ey 
New York, N. Y., Sept. 14—17, 1948. 





Canadian Gas Association begins annual convention, Jasper, Alberta, Canada, 1948. 
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Helping the Employee to 
Know, and Like His Job 


A well-rounded information program adopted by the Public 

Service Company of Oklahoma, in the belief that ignorance of 

facts leads to hostility to free enterprise and to belief in 
collectivism. 


By R. K. LANE* 
PRESIDENT, PUBLIC SERVICE COMPANY OF OKLAHOMA 


ANAGEMENT of industry makes Here are the factors which men 
M a mistake if it assumes that it value most in their jobs, in the order 
knows, or if it guesses, what of importance to them: 
is uppermost in the employee’s mind , Henaresting work 
with respect to his job. . Job security 
There is little need to guess. Re- . Interest the company takes 
liable polls of employee organizations . Chance for advancement 
tell us beyond reasonable doubt of the . Working conditions é : 
factors which enter into job satisfac- , — of workers’ complaints 
tion. The facts will amaze manage- ’ te, boss 
ment which has assumed that “wages” . People they work with 
and “working hours” are uppermost in 10. Vacation policy 
the employee’s mind. 11. Working hours 
cs jn ; There they are, with the first three 
ee Peet, Be a0, Theme wae: Mp proportionately highest in importance, 


itors.” 
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registered by the employees themselves, 
in a reliable employee opinion survey. 


F epics of the results of an opinion 
survey among employees reveals 
another startling fact. The drift toward 
collectivism and away from free enter- 
prise is in direct proportion to job dis- 
satisfaction. That is, the strongly dis- 
satisfied employees hold the highest 
percentage of beliefs in collectivism 
and the well-satisfied employee holds 
the highest percentage of beliefs in 
freedom of enterprise. 

That company which has the great- 
est number of well-satisfied employees, 
also has the happiest employees, the 
most productive employees, the most 
valuable employees — valuable to the 
industry and to the society in which 
they live, 

Bear in mind that the well-satisfied 
employee is one who first of all believes 
his work to be interesting — and the 
poll shows that interest is in direct pro- 
portion to his knowledge of the job, 
the company, and the industry. Bear in 
mind that the employee’s second con- 
sideration is job security, and that his 
third consideration is the interest the 
company takes in him. 

Employees hunger for information. 

To the extent that business fails to 
give the economic facts to their em- 
ployees, to the extent that the absence 
of facts leads to belief in collectivism, 
businessmen are responsible for the 
existence of the belief in collectivism 
among their employees. 


ee singularly enough the 
“pay” of an employee is listed 
seventh in a list of eleven factors con- 
tributing to his job satisfaction, em- 
ployees assume that business makes a 
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very large “profit.” In fact they think 
that the workers get 25 cents out of 
every dollar taken in and the manage. 
ment and stockholder get 75 cents. The 
fact is the workers get 81 cents of 
every dollar taken in and the manage- 
ment and stockholders 19 cents. 

[t is plain that if the majority of 
empivyees have an assumption so far 
from tie truth in this instance, and 
readily accept the truth when it is pre- 
sented to them, they will also accept 
and absorb other equally interesting 
and important facts, if presented to 
them. 

So taking first things first, the em- 
ployee who is informed about his in- 
dustry in general and his company in 
particular possesses the first requisite 
(according to his own answers to the 
questions in the opinion-poll) for a 
well-adjusted employee. 

I shall refer to the electric industry 
in general and our own organization 
in particular. 


§ Ymene are in the electric service in- 
dustry nearly 300,000 employees. 
Some are informed, some are not. But 
what a great influence 300,000 well- 
informed and well-adjusted employees 
might be! With facts and information 
they are in a position to influence nearly 
a million people within the scope of 
their own family relationships. 

Since their companies have been 
singled out for attack among those 
who think collectivism is better than 
private enterprise, they are tuned to re- 
ceive information upon which they can 
depend and in which they can take 
pride. 

For purposes of example let us take 
the employee information program of 
the Public Service Company of Okla- 
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homa which has been planned and is 
executed by our own organization, for 
our own employees about our own in- 
dustry and our own company. 

Public Service Company of Okla- 
homa has 1,400 employees, all of whom 
receive basic information about the 
company, their own jobs, and the in- 
dustry, through an employee informa- 
tion program planned and written by 
those best fitted within the organization 
to present each subject. 


Employee Information Program 


tape employee receives and keeps a 
small, pocket-sized book of in- 
formation of some fifty pages contain- 
ing the answers to practically every 
general question the employee might 
have about his company. An index of 
this pocket manual will contain: 


Names of officers, department heads, 
and managers—areas served 

Electrical terms 

Information about electric power 
industry 

Brief history of the company 

Public utility economics 

Data on physical properties of com- 
pany 

Investment represented by company 

Map of territory served 

Load curves 

Economics income statement 

Rates—history of rate reductions 

Taxes 

Government ownership versus pri- 
vate enterprise. 


Here the new employee becomes ac- 
quainted with his company, where it is, 


what it is, where it serves, who com- 
prises management, what the company 
has accomplished, and various other 
factual information to engender pride, 
interest, and a feeling of security. 

With this book the employee receives 
another booklet wherein he can find 
out every benefit offered to him as an 
employee of this company. This book 
contains information about pay days, 
vacations, sick leave, service pins, an- 
nuities, life insurance, hospital insur- 
ance, and other working benefits. In 
this booklet is repeated in story form 
the basic information about the com- 
pany, together with a letter of welcome 
from the management. 


Group Information Program 


HE company management has 
worked out a group information 
program which includes discussion 
groups of twenty-five each held in the 
central office at Tulsa for three weeks : 
auxiliary board meetings, telephone 
training groups, safety meetings, fore- 
men’s group meetings, and employee 
panel conferences for special situations. 
To this should be added the special 
releases from the public information 
department such as the company news- 
paper, the public service news, copies 
of weekly radio talks by the president, 
and newspaper releases relating to the 
company or the industry. 
A brief outline of the company’s 
employee information program is 
given below: 


e 


satisfied employees, also has the happiest employees, the most 


q “THAT company which has the greatest number of well- 


productive employees, the most valuable employees—valua- 
ble to the industry and to the society in which they live.” 
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Empleyee Information Classes— 
I e This is a three weeks’ course (one 
week each month for three months in 
principal office at Tulsa), Three ses- 
sions are held annually—none during 
vacation period. Discussions are led by 
managers, officers, or department 
heads. The average size of each group 
is 25 recruited from every area. To date 
306 employees have completed this 
program. Here is an outline of subjects 
discussed : 


First Week 


First Day—Why an employee in- 
formation program? Electrical terms 
and definitions ; magnetism ; theory of 
generation; principles of electricity; 
message from president. 

Seconp Day — Motion pictures 
“Magic of Steam”—‘“Surface Con- 
denser”; field trip through power 
plant ; the electric circuit. 


Tuirpv Day—tTransformers, sub- 
stations; component parts of electric 
energy distribution system; field trip 
to substations and transmission lines. 

Fourth Day—Transmission sys- 
tem ; functions of meter department— 
meters; instruments and instrument 
transformers; visual study of meter 
department. 

Firth Day — Dispatching and 
trouble department (includes visit) ; 
the balance sheet. 

S1xtH Day—Discussions of the 
week’s work; written review. 


Second Week 


First Day—The electric refriger- 
ator; attic fans and comfort cooling; 
incandescent lighting — fluorescent 
lighting with movies ; adequate wiring. 

Seconp Day—Factors in the cost 
of electric service ; rates, regulation of 
rates, etc.; rules and regulations. 

Tutrpv Day—More about the bal- 
ance sheet; taxes; consumer account- 
ing and billing. 

JUNE 17, 1948 


FourtH Day—Farm electrification 
in Oklahoma; history of company ; 
written review. The extra hours of this 
week are taken up by field trips. 


Third Week 

First Day—History and develop- 
ment of electrical industry ; franchises 
—company’s franchises in state; 
fundamental principles of electric 
utility operations; state and Federal 
regulation. 

Seconp Day—The nonprofit sys- 
tem; municipal ownership; power ad- 
ministrations. 

Tuirp Day—Free private enter- 
prise—the profit system. What has 
made America great; water resources 
and government ownership; Rural 
Electrification Administration. 

FourtH Day—Handling customer 
complaints; making and _ keeping 
friends. 

Firth Day—Is business competi- 
tive ? Our interchange of power agree- 
ment; public affairs program (com- 
pany advertising program, etc.) ; pub- 
lic contacts. What of the future? The 
extra hours of this week are taken up 
by field trips. 


Managers’ Meetings with Presi- 
Qe dent—Quarterly meetings of area 
managers with selected department 
heads are held in the president’s head- 
quarters in the general office, usually 
requiring two days. 

The program for this session is 
carefully worked out in advance. The 
president appoints the chairman, who 
will review the financial and operating 
report. He also assigns discussion lead- 
ers. No time is wasted. If, for instance, 
the subject is the current budget, then 
the discussion hews to the line. 

All who have been invited to discuss 
any subject at this meeting come with 
sufficient preparation to answer ques- 
tions from the others attending. This 
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Electric Service Employees 


wath Peron are in the electric service industry nearly 300,000 em- 
ployees. Some are informed, some are not. But what a great in- 
fluence 300,000 well-informed and well-adjusted employees might be! 
With facts and information they are in a position to influence nearly a 
million people within the scope of their own family relationships.” 





quarterly meeting is well worth the 
time and effort. It might be called the 
basis of our company’s educational 
program, From this meeting the in- 
formation gained by managers filters 
to the auxiliary board meetings. 


Auxiliary Boards—Composed of 
3. junior executives, union mem- 
bers, promising young employees, and 
department heads who meet and con- 
duct board meetings just as the com- 
pany’s principal board does. Each area 
has an auxiliary board with a division 
or area manager in charge of each 
monthly meeting. The financial report 
is read and discussed hy some prese- 
lected member of the group who is 
also chairman for the day, Any in- 
creases or decreases in revenue or ex- 
pense items are discussed and ex- 
plained. The meeting closes with a 
round-table discussion of general prob- 
lems affecting all districts in the area 
and the area manager presents to the 
group any current information which 
he may have gathered from his attend- 
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ance at the managers’ meeting and per- 
sonal contact with the officers of the 


company. 

Employee Education Meetings are 
4. held monthly for all employees 
(evenings) in each area. There is dis- 
cussion by an employee about some de- 
partment of the company, a message 
from the management, a short social 
hour-and refreshments, and an enter- 
tainment by employee talent. 


Safety Meetings are held once a 
5 e month during working hours for 
operating department personnel in each 
area, There is a discussion of rules of 
safety and accident reports, followed by 
snack. The program planned and con- 
ducted by safety department manager. 


6 Foremen’s Meetings are held at 
¢ night once a month, to assist 
foremen in supervision of employees. 
It is conducted by the safety depart- 
ment manager with the aid of movies 
showing actual hazards and their solu- 
tions, and followed by discussion, 
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Telephone Training Groups meet 
re periodically for one-hour periods 
for discussion and with movie illustra- 
tions. 


os Employee Conference Panels 
e which meet for consideration of 
special local situations such as occur 
when new property is acquired or other 
particular local problems. Group dis- 
cussions of fifteen to twenty persons 
are led by department heads and key 
employees. Special problems are dis- 
cussed such as: “What Does the Com- 
pany Mean to the Community ?” 


Supervisory Training Program 
9 ¢ for all supervisors includes train- 
ing in employee relations, job interpre- 
tation, judgment, organization, human 
relationships, responsibility, authority, 
aspects of the business, the company, 
the individual job. 


Employee Information Contest 
IO. —All employees are eligible to 
enter the Reddy Quiz Contest, based 
on 25 questions, and a short essay. 
There are suitable grand prizes as well 
as individual prizes for correct. an- 
swers. 


II Off-hour Special Study is set up 
* to encourage off-hour study 
among our promising younger em- 
ployees and those older who elect to 
join. Two groups have been formed 
for round-table discussion and speech 
training : 
1. A group of thirty-five meeting 
twice a month under the leadership of 
a company director encourages public 
speaking and round-table discussion 
about the electric business in general, 
the company in particular. 
2. Under the leadership of a speech 
professor from the University of 
Tulsa, this group of about fifteen, 
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composed of engineers, department 

heads, auditors, and other interested 

young men, attend a public speaking 
class once each week, in the company’s 
general office building. 

There are several ways to accomplish 
this employee information program. 
Responsibility should be assigned to a 
key man in the company; an outside 
firm or agency specializing in this ac- 
tivity should be employed; some one 
who will devote full time to the job; 
or the program subjects should be as- 
signed to those with experience, judg- 
ment, and ability in the company, We 
follow the latter course believing it, 
after considerable study, the most 
valuable method. 

All departments participate in the 
program. There is, we find, consider- 
able benefit in the spread of responsi- 
bility. For example, the field trip to the 
power plant and discussion of produc- 
tion of energy is conducted by the 
superintendent of the power station. 
Discussion of the balance sheet and 
other phases of the economics of the 
business is led by the auditor, con- 
troller, or assistant, That this method 
is effective is best shown by the fact 
that all of the company’s managers, de- 
partment heads, and officers have come 
up from the ranks. Many hold their 
present positions as a result of the 
added training and understanding. 

To sum up what our management is 
doing to carry out its responsibility to 
our employees, it might be said that the 
basic ingredient of our information 
program is knowledge of the economics 
of the company. Any employee can 
know and we believe does know the 
amount of investment entrusted to our 
care—where the income dollar comes 
from, where it goes. 
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The program is continued month If we accomplish widespread under- 
after month until all employees, re- standing of business management then 
placements, and new employees have we have helped to discharge a duty to 
an opportunity to know their company our employees, our company, and our 
—the company for which they work. way of life. 





The Profit Motive 


¢€¢ ALtHoucH Murray D. Lincoln, recently resigned execu- 

tive secretary of the Ohio Farm Bureau Federation, 
has declared in an address that the people of the world, ‘includ- 
ing those in the United States, are turning away from the profit 
motive as the chief incentive in their economic life, we would 
like to have him point to any one person he knows who does not 
work with profit as his main objective. 

“Does Mr. Lincoln as president of three insurance companies 
mean to say he is not interested in a profit? How long would his 
insurance companies, even though they be affiliates of the Farm 
Bureau codperatives, be of any value to the policyholders if 
there were no profit from investments? How long would he be 
interested in his j0b if there were no profit init for him? 

“What is so wrong about seeking to make a profit? What 
better way is there for a man to live and buy the things his 
family needs, such as food, clothing, shelter, and the comforts 
and tangible joys of life than to earn them in a competitive 
market where the-best effort within him is evoked? Isn’t that 
what the real profit incentive is—the eager drive to do better by 
one’s self and one’s family through working, using wisely the 
income from one’s labors, including investments if possible? 

“Even the cooperatives have the profit motive. They place 
great emphasis on the sharing of earnings among the members 
of the codperatives, which is a form of profit and try to realize 
as large earnings as possible. And the people who are employed 
by the codperatives would certainly not declare to their em- 
ployers that they did not have a profit motive in their jobs. 

“Mr. Lincoln opines that people are not going to stand for 
‘economic regimentation’ any longer than they can help. 
‘Economic regimentation’ is a handy term for those who assail 
the American capitalistic form of economy. It is used by those 
who would like to exchange it for some other way of life. In so 
doing they would turn the world and themselves over to the 
most complete regimentation conceivable—regimentation of 
every angle and facet of life. And even, then, they would still 
find the ‘profit motive’ lurking, and perhaps all too evident, 
among those who manipulate the planned economy.” 

—EDITORIAL STATEMENT, 
Ohio State Journal. 
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Too Little for Too Many 


The Federal Communications Commission is faced 
with a tremendous task in allocating the limited and 
precious radio spectrum. 


By BERNARD C. BURDEN* 


T has taken two world wars to bring 
I radio up to its present high state 
of perfection. World War I took 
radio out of the laboratory and devel- 
cped it into a practical low-cost device 
that revolutionized the entertainment 
tastes of countless millions. World 
War II has had equally far-reaching 
effects on radio but from the stand- 
point of business rather than pleasure. 
Newly developed techniques and equip- 
ment of the last war have greatly ex- 
tended the utility of radio for strictly 
communication purposes. 

To the casual reader of the daily 
press it would appear that man has at 
long last reached that communication 
Utopia wherein anyone can talk to any- 
one else, be they afoot or on horse, The 
science magazines paint glowing pic- 
tures of citizens with individual pocket- 
size flea power radio transmitting and 
receiving units and individual wave 
lengths. The only thing wrong with this 
beautiful concept is that there are more 
citizens than wave lengths. Paraphras- 
ing Churchill’s famous statement, “too 

*For personal note, see “Pages with the 
Editors. 
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little and too late,” our Federal Com- 
munications Commission might say 
“too little for too many.” In other 
words, the number of new and poten- 
tial users hastening to make use of 
radio for business purposes has already 
far exceeded the radio channels allo- 
cated by the commission for special 
purposes, 

The Federal Communications Com- 
mission is faced with a tremendous 
task in allocating the definitely limited 
and precious radio spectrum. 


if is no more than natural that each 
group seeking frequencies would 
feel its need for channels more im- 
portant and urgent than the require- 
ments of other groups. Armed with 
statistics and exhibits, supported by 
technical and legal talent, and with wit- 
nesses galore, various interests have 
gone down to Washington to plead 
their case before the commission. At 
the December, 1947, hearings, which 
dealt primarily with mobile radio in the 
152—162-megacycle band, it was ap- 
parent that each group was more or less 
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convinced its claim on a sizable hunk of 
spectrum was more logical than that 
of any other group. 

Frequencies in the 152—162-mega- 
cycle band were allocated in the com- 
mission’s May 25, 1945, final report 
as shown in the accompanying table. 

A study of the table shows that 166 
channels were assigned in the 10 mega- 
cycles available in the 152—162-meg- 
acycle band. The railroads with 60 
channels (over 36 per cent of the total) 
came out far better than any other 


group. 
Demand for Service Large 


8 Be. demand for mobile radiotele- 
phone service is unusually active, 
particularly in the larger cities. Gen- 
eral mobile radio service as offered 
by telephone companies has had an im- 
mediate public acceptance much greater 
than had originally been anticipated. 
This type of service is already provided 
in 63 separate locations consisting of 
88 land station channels and approxi- 
mately 3,600 mobile stations served. 
Mobile telephone calls were being han- 
dled at the rate of 110,000 a month late 
in 1947. In some locations the demand 
for common carrier mobile telephone 
service far exceeds the ability of the 
telephone companies to supply the 
service because of the limited number 
of radio channels thus far made avail- 
able. The Bell system estimates for 
the New York-Newark area alone a 
demand for over 12,000 mobile units 
within a period of five years. The 
taxicab industry has also been unusually 
active in making use of mobile radio. 
Thousands of cabs are already equipped 
and many thousands of units are on 
order. 

Mobile radio is now “big business” 
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and has already outgrown the facilities 
assigned it by the commission. 


The Scramble for Channels 


ly the FCC hearings much of the 
testimony has run to who rather 
than how the job of providing mobile 
service can best be handled. Some 
services, particularly the cab people, 
have seemed unduly apprehensive lest 
they be required to take standard com- 
mon carrier service rather than own 
and operate their own private systems. 
This fear is unwarranted as the tele- 
phone industry early recognized that 
mobile service as rendered by it would 
fall into four categories. It has never 
labored under the impression that “gen- 
eral” mobile service would fit the needs 
of the average cab company. 
Telephone companies have been pre- 
paring to offer mobile radio service on 
any one of four arrangements, viz: 


1, General 2-way service (similar to 
standard telephone service). 

2. Dispatching 2-way service (serv- 
ice between a designated dispatching 
office of a subscriber and certain mo- 
bile units operated by the subscriber). 

3. Signaling one-way service (serv- 
ice on a one-way basis from the sub- 
scriber’s wire telephone to mobile 
units operated by the subscriber). 

4. Private 2-way service whereby 
the telephone company installs and 
maintains a complete mobile system 
for private use on a leased or rental 
basis. No connection to wire line 
telephones is provided. 


The private system is suited particu- 
larly to taxicab and police activities be- 
cause of the large number of essential- 
ly private messages handled. 


4 ] \ELEPHONE companies feel that, by 
virtue of being exclusively in the 
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communication business as a fully reg- 
ulated utility, they have an obligation 
to take care of the communication 
needs of the community where possible 
whether these needs be private or other- 
wise. The fact that trained personnel, 
transportation, tools, testing equip- 
ment, etc., are already available in con- 
nection with wire service should make 
it feasible for telephone companies to 
furnish the best possible mobile radio 
service at the lowest possible cost. 
This does not mean that telephone 
companies are advocating that a busi- 
ness having need for a purely “dispatch- 
ing type—heavy traffic” service, neces- 
sarily turn to the telephone company 
rather than install its own equip- 
ment. A choice of a privately owned 
and operated system versus the same 
arrangement leased or rented from the 
telephone company is largely a matter 
of economics, convenience, and service. 
Telephone companies, being fully and 
exclusively in the communication busi- 
ness, should be in best position to take 
care of the mobile radio needs of cab 


e 


companies, power and gas utilities, and 
others, regardless of the type of system 
and mode of operation. It is, of course, 
up to the private system user to decide 
whether he wants to take on the task 
of supplying his own private communi- 
cation system or have this responsibil- 
ity assumed by communication experts 
on a leased or rental basis, 


The Cry of Wolf 


O= witness (a manufacturer’s rep- 
resentative) expressed concern at 
recent FCC hearings that allocation of 
radio channels (in the 152—162-mega- 
cycle band) to telephone companies 
would interfere with freedom of com- 
petition, The thought expressed was 
that users of mobile radio might not be 
free to select a desired make of equip- 
ment, but would have to take whatever 
the telephone company offered. This 
apprehension is not borne out by the 
facts. According to the writer’s in- 
formation, Bell system companies are 
using substantial amounts of equip- 
ment other than that manufactured by 


Taste—May, 1945, FCC ALLocations In 152—162-mEecAcycLe BAND 


Class of Station 


Provisional and Experimental 
Relay Press 


Forestry-Conservation, Geophysical 


Power, Petroleum, etc.* 
Maritime Mobile 
Urban Mobile** 
Rural Subscriber Telephone 
Short-distance Toll Telephone 
Relay Broadcast 


No. of 
Channels 


Motion Picture, Geophysical, Forestry-Conservation 


Provisional and Experimental 
Railroads 


*Other classes of stations rendering similar radio services. ; 
**May provide radio communication service to all types of mobile 
units such as marine, land vehicles, aircraft, etc. 
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the Western Electric Company. Inde- 
pendent companies, which incidentally 
operate in more communities than do 
the Bell, are using radio equipment 
which is virtually all manufactured by 
companies other than Western Elec- 
tric. Thus the fear of a “restricted 
market” if telephone companies are 
given adequate frequencies to fully de- 
velop general mobile radio service 
has a decidedly “hollow ring.” 

The history of past operations of 
the Bell system in connection with 
coastal harbor radio service will 
show that no compulsion has been 
placed on the users of this service to 
install only equipment (Western Elec- 
tric) supplied by the Bell system. As a 
matter of fact, since the development 
by the Bell system of the ship-to-shore 
service, a substantial number of manu- 
facturing concerns have been organ- 
ized and these supply a substantial 
amount of the radiotelephone units 
used in the coastal harbor telephone 
service. 


Disciplined versus Standard Service 


N seeking more radio channel 
lebensraum for its dispatching 
application, the cab industry came up 
with a strange formula at the Decem- 
ber hearings. A spokesman suggested 
“the use of radio channels be restricted 
to the planned and efficient dispatching 
type of operation in which the users of 
the channel are under control and are 
disciplined by the dispatch system. The 
use of the valuable spectrum space for 
undisciplined communication purposes 
is not justified where there are not 
channels enough to provide service for 
the more efficient dispatcher opera- 
tions.” This recommendation seems to 
many about as logical as a postal de- 
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partment regulation designed to cut 
down postal expenses which would re- 
quire all correspondence to be confined 
to messages that could be written on a 
penny post card. No one disputes the 
fact that the “dispatcher” type service 
permits a substantially greater number 
of separate communications in a given 
space of time than does standard com- 
mon carrier mobile telephone service. 
But it. is certainly not logical to con- 
clude that the number of conversations 
carried on in a given period of time 
over given facility is amy measure of 
its public worth. General mobile tele- 
phone service is used for a wide variety 
of purposes and businesses. It is un- 
likely that it will ever acquire any sub- 
stantial degree of unessential, trivial, | 
or purely social use. It is a new tool of 
American business firms and they can 
be expected to use the service in an 
efficient manner. 

General mobile radiotelephone serv- 
ice is the missing link in the world’s 
finest communication system. Business 
as a whole rather than cabs in particular 
should be entitled to the advantages 
that will accrue to the public at large 
from the full development of this new 
service. 


Possible Solutions to Frequency 
Shortage Problem 


| granegenoghiy in recent FCC hear- 
ings seem in complete agreement on 
one point; viz, that the number of 
channels allocated to the various serv- 
ices in the May, 1945, FCC Allocation 
Report, are wholly inadequate for the 
many potential uses already conceived 
and planned for them. A few solutions 
have been advanced for improving the 
situation. These range from the sug- 
gestion that “excess” channels be taken 
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Demand for Service 


66 dwn demand for mobile radiotelephone service is unusually active, 
particularly in the larger cities. General mobile radio service as 
offered by telephone companies has had an immediate public acceptance 
much greater than had originally been anticipated. This type of service 
is already provided in 63 separate locations consisting of 88 land station 
channels and approximately 3,600 mobile stations served.” 





away from the railroads and certain 
government services, to the Bell sys- 
tem plan for using a newly developed 
broad band, multichannel system. 

The suggestion that some of the 
60 channels allocated to the railroads 
be made available to other users is 
based on the observation that these fre- 
quencies are not being used to any sub- 
stantial extent as yet, plus the fact 
that the allocations to the railroads 
have always seemed particularly gen- 
erous. Listening tests conducted over 
an extended period have shown that a 
number of frequencies assigned to gov- 
ernmental and railroad services seem 
to be receiving little use, and the con- 
clusion has logically been drawn that 
some of these little used frequencies 
could and should be assigned to other 
services having greater use for them. 


The Bell System Multiplex Plan 


ber Bell Telephone Laboratories, 
with its customary ingenuity in 
solving difficult technical problems, has 
JUNE 17, 1948 


come forward with a proposal which 
would appear to offer an excellent solu- 
tion to the problem of how to obtain 
a maximum number of mobile radio 
channels out of the available spectrum 
space. The Bell plan would seem to be 
primarily suited to the more populous 
centers, but it is here where the need 
for a substantial number of effective 
channels is greatest. Its proposal 
would make use of a single broad-band 
transmitter capable of being modulated 
by a number of voice channels. Thus 
a single radio carrier could handle, not 
one, but many separate conversations. 

The economy in spectrum space with 
this development results from the fact 
that with a single multiplex broad-band 
carrier adjacent channels can be spaced 
much closer together than is possible, 
using individual radio carriers (trans- 
mitters) for each voice channel. The 
advantage of multichannel broad-band 
operation is shown by the fact that it ts 
possible to provide about 200 2-way 
channels in only 10 megacycles of 
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spectrum space as compared to only 
20 channels if single-channel radio 
transmitters were employed! This 
Bell proposal for solving the problem 
of how to get more channels for the 
host of applicants for mobile service 
within the frequency space that could 
reasonably be made available for this 
new, but rapidly growing, service seems 
so logical and outstanding that one 
would expect no one would hold 
a contrary view. But there are some 
that “view with alarm” this proposal 
to get maximum utilization of the 
available spectrum space. 


TT? American Taxicab Associa- 
tion, in a lengthy brief filed at the 
conclusion of the December FCC hear- 
ings, thinks the telephone company 
may be seeking “monopolistic control” 
of the mobile radiotelephone field in 
suggesting allocation of frequencies 


for use of the broad-band system, The 
ATA counsel even went-so far as to 
“suggest” the commission solicit the 
views of the Attorney General before 
undertaking to assign frequencies 
along the lines suggested by the Bell. 

In a replying letter, the American 
Telephone and Telegraph Company 
stated emphatically it was not seeking 
monopolistic control of the radio spec- 
trum and in fact had actually asked for 
only 9 2-way channels in the 152— 
162-megacycle band and not “more fre- 
quencies than were available” as the 
opposition had charged. The AT&T 
further stated that the broad-band 
multichannel system suggested would 
operate at frequencies above and en- 
tirely outside the 152—162-megacycle 
band. It refuted emphatically the 
charge that it was attempting to 
monopolize the manufacturing field 


and pointed out that mobile systems 
are being manufactured in large 
numbers throughout the country by 
a number of manufacturers and that 
the Bell system had purchased large 
amounts of equipment from outside 
manu facturers. 


The Coérdinated Transmission Plan 


A pment were made by other 
interests as to how the problem of 
supplying adequate facilities for all the 
many applications for mobile service 
could be met. The independent tele- 
phone group believed that the various 
group users in each community should 
get together and attempt to work out 
a coordinated transmission plan where- 
by the combined needs of a commu- 
nity would be met by one or more com- 
mon transmitters. Thus a needless 
duplication of costly transmitters, bet- 
ter “channel loading,” and greater free- 
dom from channel interference would 
be obtained under the plan. 

This proposal would have greatest 
merit in the smaller cities where traffic 
loading would be such that the diversi- 
fied mobile service needs of the com- 
munity.could be handled nicely under 
1- or 2-channel systems. 

Telephone companies stress the fact 
that they already have executive direc- 
tion, technical help, tools, transporta- 
tion, and other facilities required to 
install and maintain radio systems; 
hence, are in best position to furnish 
this new communication medium. They 
believe the centralization of mobile ra- 
dio operations in an experienced agency 
fully responsible to the regulatory 
authorities, would be a distinct ad- 
vantage to the public, to the commis- 
sion, and to users of the service. The 
telephone companies think they are in 
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best position to furnish mobile radio 
facilities to the general public at the 
lowest possible cost. Some private sys- 
tem proponents dispute this conclusion. 

There has been much confusion re- 
garding the cost-of-service picture. 
Telephone witnesses have testified at 
hearings “that the true picture repre- 
senting all the elements that go to 
make up costs will show that a regu- 
lated utility is in the best possible posi- 
tion to render high standard of service 
at the lowest possible cost whether it be 
radio or wire line activity.” Private 
system advocates dispute this conten- 
tion. Time will tell. 


The Limited Common Carrier 


f further complicate the mobile 
radio situation, the “limited com- 
mon carrier” has come into the picture. 
This is a proposal whereby an organi- 
zation (other than a telephone com- 
pany) would set itself up to fur- 
nish mobile radio service to all and 
sundry in a community in much the 
same manner as would the telephone 
company but without interconnection 
to wire line system, Telephone compa- 
nies are strong in their opposition to 
any thought of interconnection with 
the limited common carriers. Past his- 
tory has shown that regulatory bodies 
and courts will not normally require an 
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interconnection of the facilities of com. 
peting common carrier companies. It is 
the contention of those sponsoring the 
limited common carrier plan that they 
would supply a specialized type of serv- 
ice and would take and relay messages 
to wire line subscribers and mobile 
units, etc., from a central dispatching 
point. At the December hearings no 
showings were made to indicate a real 
need for connections to telephone com- 
pany ‘vire networks. 

Telephone companies believe that 
for miscellaneous users, both large and 
small, the most genuinely useful and 
completely flexible service would be 
that furnished by an established com- 
mon carrier with long experience and 
complete facilities for serving the gen- 
eral public. They do not feel any real 
need exists for the “limited common 
carrier,” although some telephone com- 
panies believe if a demand develops for 
this service the telephone industry 
should be prepared to supply it. 

Most ambitious of the limited com- 
mon carrier proposals is that of the U- 
Drive-It Company of Boston which 
proposes to furnish limited common 
carrier radio service in 21 cities. The 
plan calls for an installation of 2,000 
lnits at a cost in excess of $800,000. 
Rates contemplated are $47.50 per 
month where the U-Drive-It Company 


communication business, should be in best position to take 


q “TELEPHONE companies, being fully and exclusively in the 


care of the mobile radio needs of cab companies, power and 


gas utilities, and others, regardless of the type of system and 
mode of operation. It is... up to the private system user to 
decide whether he wants to take on the task of supp’ying his 
own private communication system or have this responsi- 
bility assumed by communication experts ona leased or rental 
basis.” 
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furnishes all equipment, and $33.50 
where the mobile subscriber furnishes 
his own car equipment. 


History May Repeat Itself 


A PARTICULARLY strong argument 
advanced by telephone companies 
for the grouping of the mobile radio 
demands of a community, so far as is 
possible and particularly with respect to 
miscellaneous marginal users, lies in 
the history of the wire telephone busi- 
ness. In the early days of telephony, 
many towns had two or more compet- 
ing telephone services. As a result, re- 
sponsibility was divided, service was 
poor and only partial in character, and 
duplicate investments in plant with 
divided revenues resulted in inadequate 
earnings for the companies’ stockhold- 
ers. This type of “competition” was 
from the public’s standpoint a poor 
arrangement. The fact that no com- 
peting telephone systems exist in the 
United States today is proof positive 
that competition, while normally the 
“life blood of trade,” cannot work ef- 
fectively in the telephone field. 

The excellent system of state and 
Federal regulation applied to public 
utilities in this country, in effect, pro- 
vides the “competitive element” and 
encourages the rendition of the best 
possible service at the lowest possible 
cost. What has proved true in wire 
telephony would seem to be equally 
true of radio. 


Long-range Coéperative Planning 
Needed 


HE benefits that will accrue to the 
public, to industry, and to busi- 
ness generally from a full development 
of mobile radio will be manifold. In 


this high-speed age it is desirable, if 
not essential, that communication be 
complete so that anyone can talk 
to anyone else at any time, anywhere. 
This could be expected to be brought 
about rapidly and efficiently in the true 
American tradition were it not for the 
fact that mobile radio, though still in 
its infancy, has already outgrown the 
supply of available frequencies, or at 
least those set aside initially by the 
government for the various mobile 
uses, Solution of this problem will re- 
quire a long-range, well-conceived plan 
of action on the part of the commis- 
sion. The plan must recognize what is 
in the public’s best interest rather than 
the demands of any special group. It 
is commendable that certain groups 
have early recognized the “business 
advantages” of mobile radio for dis- 
patching and other purposes. But the 
amount of money invested and number 
of units already in service should not 
be a measure of the general worth of 
the service from the standpoint of the 
public. The commission has granted 
licenses for the mobile services purely 
on an experimental basis, and has made 
it plair’ that grantees should recognize 
the temporary character of the experi- 
mental privileges being granted them. 

The real solution to the problem of 
more channels would seem to lie in the 
various groups working out a “master 
plan” in joint conferences and then 
presenting a fully agreed-on set of re- 
quirements and plan of implementa- 
tion to the commission. The RTPB 
(Radio Technical Planning Board) of- 
fers a medium for bringing about this 
type of codperative planning and 
should be fully used. 
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The Problem of Choosing 
Able Executives 


Eleven tests devised by psychologists for divining “traits” 

which indicate in advance whether aspirants or men in line 

for promotion have the stuff of which successful business 

executives are made. Designation of characteristics of success- 
ful practicing executives. 


By BURLEIGH B. GARDNER* 


article backwards, I think it might 

be well to state my conclusions 
first. On the basis of considerable re- 
search and testing, we are now con- 
vinced of the following two conclu- 
sions: (1) It is not only possible but 
practical to test junior executives in 
quick form and determine in advance 
whether they have the stuff of which 
successful business executives are 
made, and (2) the characteristics of 
the successful, practicing executives 
can be designated clearly for the first 
time. 

From the extensive testing we have 
done with junior and senior executives, 
it is now clear that “successful” busi- 
ness executives have many “traits” in 
common. It is also clear that the ab- 


[ I may be permitted to write this 


*Executive director, Social Research, Inc. 
See, also, “Pages with the Editors.” 


sence of these characteristics is coinci- 
dent with “failure” within an organi- 
zation. It makes little difference 
whether that organization is a vast 
operation for bootlegging whiskey or 
producing electric power or selling 
ladies’ stockings to farm women. If 
the organization is run on business 
lines, then, to be successful, the execu- 
tives must have the “traits” we have 
uncovered. 

Our methods of uncovering these 
“traits” may appear novel, but they are 
of the best company, scientifically 
speaking. They stem originally from 
techniques developed at the Harvard 
Psychological Laboratory, and sharp- 
ened into workable tests by Professors 
W. Lloyd Warner and William E. 
Henry of the University of Chicago. 

As a result of years of spade work 
and then actual application of these 
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THE PROBLEM OF CHOOSING ABLE EXECUTIVES 


tests to industry, we find that the 
successful executive has the following 
eleven traits, all of which can now be 
spotted in advance of these new tests. 


ACHIEVEMENT Desires. The 
I. pleasure of accomplishment is a 
drive which animates successful execu- 
tives. It almost drives them to a 
frenzy. They must accomplish and 
achieve in order to be happy. In some 
men, however, there is a sort of false- 
face achievement drive which is differ- 
ent from the genuine article, This per- 
son hankers for glory and looks to the 
future in terms of the glory it will 
shower upon him. 

That is different from the achieve- 
ment drive of the successful executive, 
who is motivated more by the sheer 
accomplishment of the work itself. It 
is not that the able executives do not 
hanker for glory. They do derive sat- 
isfaction from the contemplation of 
future ease, and they do-gain pleasure 
from prestige. But far more real to 
them is the continual stimulation which 
arises from the immediate tasks well 
done. It is that passion for achieve- 
ment, more than anything else, which 
animates them—and they can’t change 
even if they wanted to. 


Tue Ipea or AutHority. The 
2 successful executive’s idea of au- 
thority is that it does not hamper, in- 
hibit, or constrain him; he accepts it 
without resentment. He looks to his 
superiors as persons of greater train- 
ing and experience whom he can con- 
sult on problems and who issue guiding 
directives to him which he. accepts 
without prejudice. This is a most 
necessary attitude for the successful 
executives, since it controls their re- 
action te superiors. 
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Executives who consciously or un- 
consciously view their superiors as 
prohibiting forces have trouble work- 
ing within an organization. Uncon- 
sciously, they may resist superiors, or 
do things to obstruct the work of their 
bosses, or, finally, they may assert their 
independence unnecessarily. 

Two examples of “ideas of author- 
ity” which caused difficulty in job 
situations may be cited. The first 
involves a young man who was accept- 
ed for a junior executive training 
position. He had fine qualifications, 
good college training, excellent appear- 
ance and poise during the interview, 
and agile mental abilities. The psy- 
chological analysis detected only one 
potential source of real difficulty—his 
concept of authority. He saw his asso- 
ciates as competitive persons whom he 
must outwit. He had no clear-cut idea 
of superiors as guiding or directing 
figures. Hence it was predicted by our 
psychologists that he would soon get 
into difficulty with his associates and 
his superiors. 

For about two weeks none of these 
symptoms appeared. Then his asso- 
ciates began to complain to their de- 
partment head that this man was being 
overly critical and cutting in on their 
work. They felt uncomfortable work- 
ing with him. Soon after, the young 
man himself began to be increasingly 
difficult to direct ; he became more and 
more resistant to suggestions about 
his work. Finally, the company was 
forced to release him from the junior 
executive training position. 


HE second case concerns a mid- 
dle-aged man who had been with 
one company for about two years. He 
had been placed in several positions in 
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various departments of the company. 
In each of these he had done reason- 
ably good work and there were no 
outstanding complaints about him. His 
name had come up for promotion 
several times, but somehow he never 
was promoted. 

He was tested at a time when he had 
requested another transfer and his 
superiors were again faced with the 
question of his promotion. The test 
analyses—made before any of the 
above history was known — showed 
him to be a man of good though not 
outstanding abilities and able intellec- 
tually to cope with most intermediate 
level positions. His concept of author- 
ity, however, placed him at the top; 
unconsciously he felt himself to be 
better than most of his superiors— 
and only our newer type of psycho- 
logical test could detect that quality. 

When this finding was presented to 
the man’s superiors, they were able to 
substantiate it. His immediate superior 
commented on how the man always en- 
tered his office as though he had come 
to accept a social invitation; how he 
always left the office exactly at quitting 
time in order to be home in time for 
cocktails ; how whenever he had asked 
for transfer they had been for moves 
into the central office rather than with- 
in the smaller plant where he had been 
originally hired. 

His immediate superior also re- 
marked that he had always had the dis- 


e 


quieting feeling that this man really 
thought him to be of lower social 
status and that he was doing the com- 
pany somewhat of a favor by working 
there. In short, the subordinate’s idea 
of authority made it difficult for him 
to take orders and operate successfully 
within the organization. 


StronGc Mositity Drives. Suc- 
3. cessful executives characteristical- 
ly have strong mobility drives but the 
drive is directed toward achievement, 
material rewards, and prestige—in that 
order. Material rewards and prestige 
will keep the individual working with 
zeal equal to that aroused by a desire 
for achievement. But the particular 
kind of work and position which will 
interest men will differ with the nature 
of their mobility drives. The success- 
ful executives’ drive, however, is al- 
ways first aimed at achievement. 
The different motivation behind an 
individual’s drive can be of consider- 
able importance in determining his 
placement. In one company two men 
were being considered for a special 
training. The new job involved work- 
ing in all areas of a new section of the 
business and eventually assuming a re- 
sponsible position within it. For the 
year’s training, however, the two men 
were to have no special titles or re- 
sponsibilities other than learning all 
the angles of the business. The 
analysis by our psychologists suggested 


superiors as prohibiting forces have trouble working 


q “EXECUTIVES who consciously or unconsciously view their 


within an organization. Unconsciously, they may resist 
superiors, or do things to obstruct the work of their bosses, 
or, finally, they may assert their independence unnecessarily.” 
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that one of these men would adapt 
readily to this situation while the sec- 
ond would not. The report on the first 
man emphasized that he was primarily 
interested in work, accomplishment, 
and new ideas; that, therefore, this 
new training situation would be accept- 
ed as an exciting challenge. 


HE second man, however, seemed 

far more concerned with the out- 
ward symbols of a good job than he 
was about actual work accomplish- 
ment, or learning new things. His title 
was quite important to him. He had 
let it be known in his community that 
he was an “assistant director” in an 
important business. He liked his 


private office with a secretary outside. 
He was a good worker, had above 
average abilities, but tests showed he 
derived more satisfaction from the so- 
cial implications than from the work 


itself. Therefore, this new job was re- 
ported by our psychologist to be quite 
athreat. The man would have no title, 
give up his office, would be just 
a “learner.” 

Both men were put on this training 
job. As predicted, the first man went 
at it enthusiastically and thoroughly 
satisfied his superiors with the rapidity 
with which he learned the new proce- 
dures and adapted to the new situa- 
tions. The second man, however, soon 
began to display symptoms of dissatis- 
faction. He could not seem to learn the 
new procedures, he criticized unneces- 
sarily, he showed no enthusiasm for 
finding out new things about the new 
part of the business. His mobility 
drive, unfortunately, was in the wrong 
gear, and he soon failed. 


ORGANIZATIONAL ABILITY. The 
4. ability to bring order out of chaos 
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is another characteristic of successful 
executives. Also, all of them have the 
ability to take seemingly isolated events 
or facts and see relationships that may 
tie them together. In short, they can 
organize efficiently. Further, they are 
interested in looking into the future 
and are concerned with predicting the 
outcome of their decisions and actions. 


DECISIVENESS. The characteristic 
5 ¢ of decisiveness does not mean that 
an executive must make quick and final 
decisions in rapid-fire succession, al- 
though some do. More crucial is the 
ability to come to a decision among 
several alternative courses of action— 
whether it be done on the spot or after 
detailed consideration. Very seldom 
does this ability break down. While 
less competent and well-organized in- 
dividuals may become flustered and 
operate inefficiently in certain spots, 
most of the successful men force their 
way to a conclusion. Nothing is too 
difficult for them to tackle and try to 
solve. 

The breakdown of this trait (usually 
found only in cases where some more 
profound personality change has also 
occurred) is disastrous for the execu- 
tive. As soon as his decisiveness wa- 
vers it tends to be noticed quickly by 
superiors with disheartening conse- 
quences for the individual. 


FirMNEsS OF ConvicTIon. One 

e way of differentiating between 
people is in the relative strength or 
weakness of their notions of self- 
identity. Some persons lack definite- 
ness and are easily influenced by out- 
side pressures. Some, such as able ex- 
ecutives, are firm and well-defined in 
their sense of self-identification. They 
know what they are and what they 
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Strong Mobility Drives 


6¢ Nye eta executives characteristically have strong mobility 
drives but the drive is directed toward achievement, material re- 
wards, and prestige—in that order, Material rewards and prestige will 
keep the individual working with zeal equal to that aroused by a desire 
for achievement. But the particular kind of work and position which will 
interest men will differ with the nature of their mobility drives.” 





want, and they have well-developed 
techniques for getting what they want 
even within their own organization. 


e cessful men have a constant drive 
to be moving and doing. The executive 
is essentially an active, striving, and 
aggressive person, although not neces- 
sarily so outside of business. This 
activity and aggressiveness are always 
well channeled into work or strug- 
gles for status and prestige. There is 
a constant need to keep moving, to do 
something, to be active. 

This does not mean that they are 
always in bodily movement or moving 
physically from place to place (though 
this is often true), but rather that they 
are mentally and emotionally alert and 
active. This constant motivator un- 
fortunately cannot be shut off. It may 
explain why so many executives find 
themselves unable to take vacations 
leisurely or to stop worrying about 
already solved problems. A possible 
contributory fact is seen in the follow- 
ing point. 
JUNE 17, 1948 


7 ACTIVITY AND AGGRESSION. Suc- 


THE NEED TO OVERCOME a sense 
e of frustration. Successful execu- 
tives have a pervasive fear of failure. 
If one is continually active, always 
making decisions, and grappling with 
problems, any inability to do so suc- 
cessfully may well result in feelings of 
frustration. This seems to be true of 
executives. In spite of their firmness 
of character and their drive to activity, 
they also harbor a rather pervasive 
feeling that they may not really succeed 
and be able to do the things they want. 
The executive person whose mobil- 
ity is blocked, either by his own limita- 
tions or by those of the social system, 
must divert this energy into other 
channels. Ill temper, family bickering, 
and the development of the feeling that 
the world is against him, may reflect 
the redirection of this potent energy 
demand. 


REALISM. As opposed to those 
9. who may be overidealistic and 
lack practical sense, successful execu- 
tives are strongly aware of immediate 
realities and their implications. They 
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keep their feet on the ground. They 
ye interested in the practical, the im- 
mediate, and the direct. Their inclina- 
tion is to grapple with the realities ina 
forthright and energetic manner. 

However, a too strong reality sense 
that does not find the realities in tune 
with the individual’s ambitions may 
well leave a further sense of frustra- 
tion and of the unpleasantness of real- 
ity. This happens to many executives 
who find progress and promotion too 
sow for their drives. The result is 
often a restlessness rather than activ- 
ity, a fidgetyness rather than a well- 
channeled aggression, and a lack of 
ase that may well disrupt many of 
their usual personal relationships. 


RELATIONS WITH OTHERS. In 
IO. general, the mobile and success- 
ful executive looks to his superiors 
with a feeling of personal attachment 
and tends to identify with them. His 
superiors represent for him a symbol 
of his own achievement and activity 
desires, and the successful junior tends 
to identify himself with these traits in 
those who have achieved more. He 
thus is very responsive to his superiors 
—the nature of this responsiveness, 
of course, depending on his idea of 
authority, and the extent to which his 
sense of frustration is present. 

On the other hand, he looks to his 
subordinates in an essentially imper- 
sonal way, seeing them as “doers of 
work” rather than as people. This does 
not mean he is cold and treats them 
casually. In fact he tends to be rather 
sympathetic with their problems. But 
he still treats them impersonally, with 
no real or deep interest in them as 
persons. It is almost as though he 
viewed his subordinates as representa- 
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tives of things he has left behind, both 
factually and emotionally. The only 
direction of his emotional energy that 
is real to him is upward and toward 
the symbols of that upward interest, 
his superiors. 


ATTITUDE TOWARDS PARENTS. 
II. In a sense, the successful execu- 
tive is a “man who has left home.” He 
feels and acts as though he were on his 
own, as though his emotional ties and 
obligations to his parents were severed. 
It seems most crucial that he has not 
in addition retained resentment of his 
parents, but has rather simply broken 
their emotional hold on him and been 
left psychologically free to make his 
own decisions. 

Here is a case in point: A man in 
his early thirty’s and employed in a 
branch of a company was being con- 
sidered for transfer to the central office 
in another state. He was working satis- 
factorily in his present post. The psy- 
chological tests showed his excellent 
abilities but also showed his strong 
emotional ties to his parents which 
were binding and clearly limited his 
emotional freedom. In the new job sit- 
uation it was felt this would be a dis- 
tinct handicap and would put too low a 
ceiling on his potential promotability. 
Such was the report. 

The man was interviewed and di- 
rectly asked if he would care to accept 
the job at the central office. He replied 
that it might be fine but first he would 
have to take a few days off to go home 
and consult his parents. He explained 
that he did not like to make such deci- 
sions without his parents’ agreement. 


) Srearese interviewing disclosed 
that his parents were not financially 
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dependent upon him and that the re- 
striction was solely emotional. He had 
not lived at home for sometime but in 
his previous job he had always con- 
sulted his parents upon any change of 
work and followed their advice. It was 
finally decided that if this man could 
not make decisions on his own life, he 
would not be potential executive mate- 
rial. He wasn’t. 

Test findings clearly indicate that 
those who have not broken this tie to 
their parents are either too dependent 
upon their superiors in the work situa- 
tion, or are too resentful of their 
supervision—depending upon whether 
they have retained their dependency 
parental ties or whether they are still 
actively fighting against them, 

In general, the relationship to the 
mother has been the most clearly 
broken tie. The tie to the father re- 
mains positive in the sense that the 
father is viewed as a helpful but not 
restraining figure. Those men who 
still feel a strong emotional tie to the 
mother have systematically had diffi- 
culty in the business world. This youth- 
ful emotional tie seems to interfere 
with the mature attitude of activity, 
progress, and channeled aggression. 
The tie to the father, however, must 
remain positive — as the emotional 
counterpart of the admired and more 
successful male figure. Without this 
image, success seems difficult. 


N the other hand, those executives 

who have no ties, whose self. 
assertion is stronger, and who yearn 
for complete independence, find it im. 
possible to work within a framework 
of company policy established by 
superiors. 

Their feelings of loyalty are to 
themselves rather than to company 
policy (which is the impersonal 
counterpart of their father). They re- 
gard their own words as law and be- 
yond question. 

Clearly there are situations in which 
the independent, self-assertive person 
is of great value. But he should be dis- 
tinguished in advance and placed only 
in such situations where these traits are 
of value. 

The ability of an individual to work 
within a framework of company proce- 
dures and goals helps determine his 
suitability for certain jobs. For ex- 
ample, one man referred for testing 
had most excellent recommendations 
and had been a responsible Army offi- 
cer during the war. The test analyses 
showed outstanding abilities, excellent 
organizational capacities, decisiveness, 
and a concept of clear-cut future goals. 
He was not recommended for employ- 
ment, however, on the basis of one 
feature of his test performance. The 
psychologists found clear attitudes of 
extreme self-assertion and a dislike of 
cooperative action. 


e 


teristic of successful executives. Also, all of them have the 


q “THE ability to bring order out of chaos is another charac- 


ability to take seemingly isolated events or facts and see re- 
lationships that may tie them together. In short, they can 
organize efficiently. Further, they are interested in looking 
into the future and are concerned with predicting the outcome 


of their decisions and actions.” 
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U NCONSCIOUSLY, he viewed himself 
as a lone wolf operating aggres- 
sively on his own behalf. The organi- 
zation considering hiring him was an 
established one with a long history of 
successful business procedures. Indi- 
vidual success within it depended upon 
the policy of codperative action with 
associates, of a kindly but directive at- 
titude toward subordinates, and upon 
an adoption of the company’s over-all 
objectives. The ex-Army officer was a 
man with no concept of a superior’s 
views or of codrdinate action with 
others. So he was not recommended. 

This finding, however, seemed to 
contradict his excellent recommenda- 
tions and his Army record. It was, 
therefore, decided to interview the 
people who had written his recom- 
mendation letters. In these interviews, 
it was found that his abilities as pre- 
dicted were indeed excellent. No one 
questioned his capabilities or his work 
excellence, but no one could get along 
with him. His former employer re- 
ported that they had to let him go be- 
cause he could never work with his 
associates. His idea had to be accepted 
completely or not at all. Had he been 
the boss of the entire organization, he 
might have done well. But in any other 
position, he would resist codperative 
action and become dissatisfied himself. 


HESE eleven traits of successful 

executives are all intertwined. 
Various traits may be dominant over 
others ; but they are all present in vary- 
ing degrees in efficient business man- 
agers. But how are these traits dug out 
by the psychologists? How are they 
detected in younger men being con- 
sidered or groomed for promotion into 
the executive ranks? 
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Three techniques are used: (1) the 
Thematic Apperception Test, (2) di- 
rected interview, and (3) free associa- 
tion interview. The basic test is the 
first, referred to as the TAT. It was 
originally developed at Harvard as a 
psychological technique for exploring 
personality and getting people to pro- 
ject outwardly what they feel and be- 
lieve inside. The TAT was then rede- 
signed to explore personality for 
specific traits. This was done by the 
Committee on Human Relations in 
Industry, at the University of Chicago. 

In the TAT, cards with specially 
designed pictures are presented to ap- 
plicants. The pictures used have al- 
ready been thoroughly studied for 
normal and abnormal types of re- 
sponses. There is nothing that an ap- 
plicant can say about any one of these 
pictures that has not already been said 
by someone else—and been studied. 
The result is that the applicants’ re- 
sponses of what they “see” in the pic- 
tures can be accurately evaluated as 
to what they disclose of the underlying 
traits of the applicants. The responses 
tell the psychologist about the personal 
relations of the subject—something 
which the subject can no more hide in 
his answers than he can camouflage the 
color of his eyes. 


HE answers to the TAT pictures 

are then evaluated by the psychol- 
ogists working blind; 1. ¢., field staff 
men administer the test, and the psy- 
chologists back in the office draw the 
character analysis solely from the 
dictated responses. 

In point of time, the test is admin- 
istered in about fifty minutes, although 
the psychologists’ analysis of the re- 
sponses takes from five to ten hours. 
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' One complicated character kept the 
psychologists busy for seventeen 
hours, but he showed up well, and was 
recommended. 

Early in this executive testing, top 
management seemed skeptical of the 
ability of anybody but themselves to 
decide just who would make a good 
executive. Moreover, since college pro- 
fessors were all mixed up in this test- 
ing business, top management seemed 


even more skeptical. However, in four 
cases the crucial decision was made to 
hire four different men contrary to the 
psychologists’ recommendations. One 
of these men lasted two weeks; the 
other three fell by the wayside within 
a period of three months. From then 
on there has been an increasing accept- 
ance of the doctrine that executive se- 
lection is a job in which psychological 
analyses have an important place. 





Manhattan Fable 


“<> NE of the quaint notions that charms the proponents 
of government-in-business is that it offers a way to 
get something for nothing. 

“It all seems sweetly reasonable. If the government instead 
of private enterprise runs the electric system, say, or the rail- 
roads or whatever, you can eliminate such mundane matters as 
profits, and stop fretting about prices, depreciation reserves, ex- 
pansion capital, and other accounting bugbears. You just 
take what money you need out of the general treasury, and a 
kindly government can then fix the price at what is ‘desirable’ 
for the consumer to pay. 

“New York city has just come to the end of that bumpy road. 
Mayor O’ Dwyer has at last yielded to stubborn fact and raised 
the subway fare from a nickel to a dime. And thus endeth a 
Manhattan fable. 

“Once upon a time the subways were privately owned and 
operated. There came a day when the nickel fare of 1863 didn’t 
return enough to pay the subways’ out-of-pocket expense, much 
less enough to buy new equipment. A timid suggestion that 
riders of the Baghdad carpet pay what the service cost was 
rebuffed. Not surprisingly, no one was inclined to lend the sub- 
ways money to pay their bills. 

“So the city took over. The nickel tradition was to be pre- 
served by shifting the burden to the taxpayers, most of whom 
were rich, of course, and not to be worried about. But then the 
treasury’s coffers began to be sucked dry, and new taxpayers 
had to be added. The rush hour rider paid a2 per cent sales tax 
with his left hand so his right could drop a nickel in his subway. 
And still there wasn’t enough money. The carpet began to creep 
and aroan, and almost came to a stop. 

“The new dimes won't patch all the worn spots in the carpet. 
But at least they will keep the subways going, and, we hope, 
point a moral to other wishful thinkers. The moral? A few hard 
facts can spoil a kettleful of theories.” 

—EpitTor1At STATEMENT, 
The Wall Street Journal. 
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The Réle of Radio in Emergencies 


It just about doubles the “juice” dispatcher’s facilities 

for meeting a big emergency—and pays even better 

in the daily maintenance of a widespread system like 
Southern California Edison. 


By JAMES H. COLLINS* 


VEN in this day of the air liner and 

kK passenger bus, every kid has 

seen a railroad freight yard, 

with its hump, and realizes that dis- 

patching is a big job and that a tie-up 
raises hob. 

But few kids have ever. seen elec- 
tricity dispatched in about the same 
way from here to there over the equiva- 
lent of tracks and yards. 

No kid realizes how “juice” dis- 
patchers are constantly thinking about 
a possible tie-up on their lines, and 
what they would do if it came and was 
complete. 

These fellows have their IF-Day 
and would not be surprised if it came 
any time. And while waiting they 
grow bald and gray. 

One kid now growing up remembers 
when all the electricity required in De- 
troit was made on a single Edison 
dynamo in an old boiler shop on Third 
street, For he stood in the open door 
and watched it, and could see one man 


*Business editor and author, Hollywood, 
California. 
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do the dispatching by pulling a single 
switch. 

About 1883. 

A generation later, he was taken 
into a New York Edison dispatching 
station, with its diagram board and 
power switches. Plainly, dispatching 
had grown a lot. The old boiler shop 
could have been put in a corner. 

About 1910, 

And the other day, he got a glimpse 
of 1948 dispatching when a radio net- 
work was completed for the Southern 
California Edison system, 

Dispatching had grown beyond all 
whooping. 

There must be other kids who know 
as little about how juice gets from 
Here to There. Even utility executives, 
whose work lies in other departments. 
In a big electrical utility, the dispatch- 
ers seem to be a little apart from the 
construction, maintenance, commer- 
cial, and other workers. So, these 
others might be interested in seeing 
them at work, with their haunting idea 
of IF-Day. 
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n the Southern California Edison 
system these watchful fellows have 
a sort of spider-web center in Alham- 
bra, on the northeast edge of the city. 
There the chief dispatcher sits, with 
his staff, under a big curved diagram 
board on the wall and keeps his finger 
on electricity a-rolling. 

He is concerned with three things: 
First, the electricity coming from Here 
where it is generated, and, second, go- 
ing to There, which is the multitude of 
customers, and, third, to any interrup- 
tion on the way, from a small one like 
an automobile knocking over a pole, to 
a big one like transmission lines down 
in a storm—and from that on up to 
complete breakdown. 

This diagram board covers about 
one-third of California geographically, 
and better than half of it if population 
is figured, 

The juice comes from a maze of 
several hundred generating points, 
hydro, steam, and Diesel, some of them 
far up in the mountains northeast of 
Fresno, and more from Hoover dam 
in Arizona-Nevada, and still more 
from stand-by steam and Diesel plants 
that were originally built to balance up 
Nature’s eccentricities of rainfall, but 
have grown to compensate for many 
other eccentricities of load. Some of 
the hydro sources are large, and others 
small. Wherever grass grows and 
water runs even part of some years, 
there will be the proper size generator 
contributing to the total. 

Under 220,000 volts this current 
travels to a load center called “Laguna- 
Bell” near the city, coming over two 
long arms and one short. The long 
lines each reach about 250 miles to 
Hoover dam on the east, and Big creek 
up in the central part of the state, while 
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the short line runs in from steam plant 
at Long Beach. 


HE load center corresponds to a 

railroad gravity switching yard 
where the long trains are broken up 
and made into many small trains, 
From here the current goes out under 
decreasing voltages to consumers who 
may want it to run a streetcar system, 
or just bring in a radio program. 

This territory is all outdoors, even 
in California, for there are deserts, and 
forests, and mountains, and ranches, 
miles from any place, where anything 
can happen. And even when nothing 
does, the fluctuations in everyday load 
provide abundant traffic for the dis- 
patchers. 

And always there is daily hourly 
maintenance. 

So, communication is of the essence. 

IF-Day looms up in the dispatcher’s 
mind not so much as a catastrophe that 
will tie up the system, as something 
that, instead, will tie up communica- 
tion, Interruptions in the system itself 
are less alarming if the communica- 
tions are not down too. 

Years ago, in the old boiler shop 
period of Los Angeles electric service, 
interruptions were on a friendly neigh- 
borhood basis, reported by customers 
over the few telephones, and by police, 
or employees, and taken care of by a 
trouble shooter with a horse and 
buggy, or just on foot. 

As the system grew, it provided its 
own telephone lines, with motorized 
emergency and maintenance equip- 
ment. An auxiliary telephone system 
over transmission lines was added, 
when the art advanced that far, and so 
there were two strings to the bow. 

But as long ago as the end of the 
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first World War, Edison dispatchers 
got interested in radio. It may be help- 
ful to remember that broadcast radio 
was just looming up; that there were 
as yet no networks; that radio com- 
munication between an airplane and 
the ground was one of that war’s mar- 
vels that arrived just too late. 


Bev: company started a radio com- 
munications program with equip- 
ment of very low frequency to cover 
hydro generating and transmission in 
extreme back country. And on a small 
scale, during the experimental period 
of short wave itself, it was found of 
definite value, 

There were handicaps of govern- 
ment regulation. Such radio then, in 
the intermediate and lower frequen- 
ties, was regarded as permissible for 
“special emergency” purposes. So, a 
system had to be limited to voice trans- 
mission of an emergency nature only. 
Construction permits and licensing 
were geared to this ruling, but by the 
beginning of the second World War 
the company had an emergency radio 
system covering the more populous 
areas, with plans for further ex- 
pansion. Then everything marked time 
for six years—apparently. 

It turned out that those years saw 
developed a tremendous public under- 
standing of short-wave and special 
radio, because it was constantly in the 


news. Government regulations were 
modified in the light of war uses, 
especially on utility company com- 
munication. 

“What is it good for?” said the 
scientist to the inquiring politician. 
“Why, some day you may tax it!” 

There had been years when South- 
ern California Edison people them- 
selves might have asked what radio 
was good for, with one arm tied be- 
hind its technical back, but company 
engineers studied and planned toward 
greater freedom of operation — and 
suddenly the restrictions disappeared, 
and improved equipment made radio a 
third line in dispatching communica- 
tions. Even so, radio for that purpose is 
complicated enough. 


Co planning and operation 
are necessary, and close codpera- 
tion between the many users of the fre- 
quency range employed. Radio traffic 
in the locality, and in the nation, has 
grown so as to create severe interfer- 
ence problems, particularly in the lower 
frequencies used by utility companies. 
And while technological improvements 
tend to minimize interference, it is not 
expected that these difficulties will 
decrease in the future. 

This company’s radio system op- 
erates on an exclusive frequency of 
158.13 megacycles, FM, which is com- 
mon throughout Southern California 


e 


electric service, interruptions were on a friendly neighbor- 


q “YEARS ago, in the old boiler shop period of Los Angeles 


hood basis, reported by customers over the few telephones, 


and by police, or employees, and taken care of by a trouble 
shooter with a horse and buggy, or just on foot. As the sys- 
tem grew, it provided its own telephone lines, with motorized 
emergency and maintenance equipment.” 
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Edison territory, except at three sta- 
tions, which operate at 158.25 mega- 
cycles. There is also one station at the 
dispatching center operating at 2,726 
kilocycles, for-tie-in with the sheriffs 
of 7 counties and the disaster com- 
munication system of the region. 

Radio communication extends to 
company cars and trucks that deal with 
emergencies and maintenance. There 
will be about 250 of these by the end 
of this year, able to talk three ways— 
from car to station, station to car, and 
car to car. 

Edison dispatching is done on the 
unit basis, so that in any emergency 
the individual unit or units take over. 

Therefore, it was natural that the 
radio system should be part of each 
unit dispatching center, and the radio 
stations as near as possible to switching 
centers. 

To date, there are 16 stations, 11 
with an output of 250 watts, and 5 at 
30 watts. Steel towers 110 feet high 
carry the antennas at most stations, but 
some of the smaller ones have wooden 
poles. 

There are 8 fixed repeater sta- 
tions, at high altitudes, through which 
all 158.13-megacycle equipment op- 
erates over long distances and irregu- 
lar terrain. 

Eventually “handie-talkie” sets, 
now used on construction jobs, will 
operate on the system frequency, for 
emergencies that knock out regular 
communications facilities. 


—. unit dispatching system be- 
came necessary years ago, when 
growth of the general system made it 
hard for the dispatchers to keep track 
of every area. The dispatcher then was 
like Goldsmith’s village schoolmaster 
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—the wonder grew that one small hea¢ 
could carry all he had to know. And 
then heads large enough could not be 
found. 

So, what he had to know was split 
up among specialists. Decentralizatio 
established switching centers, or sub 
dispatching centers, at substations lo 
cated near the geographical centers 0 
generating or consuming areas. This 
plan usually gives better communica- 
tion to substations than would be the 
case with everything passing through 
a single center. Interruptions occur 
mostly in spots. Decentralization 
brings Johnny nearer to the spot. 

On the central dispatching diagram 
board, at Alhambra, all the generating 
plants, transmission lines, and principal 
substations are shown, together with 
lines, busses, and other equipment in 
colors indicating voltages. The exact 
status of any part of the system is 
recorded from moment to moment by 
movable plugs of various markings. 
Compared with interruptions, the daily 
record of switches open or closed, lines 
cleared for work, transformers, gen- 
erators, condensers, and other ap- 
paratus “out” for overhaul, makes up 
the dispatchers’ regular burden. 


- a are twelve system dispatch- 
ers, some of them on duty every 
hour in the year. Each dispatcher 
works at a desk equipped with a 27- 
position cordless telephone board, con- 


necting with generating _ stations, 
switching centers, the dispatching of- 
fices of electric railways and utilities 
served by the company, and with the 
carrier current telephone system. 
For radio, there are desk sets and 
loud-speakers for direct use of the Edi- 
son short-wave emergency radio sta- 
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First Interest in Radio 


“... as long ago as the end of the first World War, Edison dispatchers 

got interested in radio. It may be helpful to remember that broadcast 

radio was just looming up; that there were as yet no networks ; that radio 

communication between an airplane and the ground was one of that war’s 
marvels that arrived just too late.” 





tion KAMB, as well as local tele- 
phones, and a direct phone line from 
the control center of the Civil Air 
Warning Service. 

Teletype installation transmits mes- 
sages to the operating engineer in the 
company’s headquarters, the Edison 
building, Los Angeles, who directs the 
dispatching organization. 

As the dispatching itself had to be 
broken up into geographical units, so 
the chief dispatcher’s work in Alham- 
bra is divided among specialists. Their 
various dvéies help a layman compare 
“juice” dispatching with railroad 
conditions. 

One dispatcher has, among other 
things, the responsibility for dealing 
with interruptions. 

What IF-Day may bring, nobody 
knows. That would be complete dis- 
ruption of communications, and per- 
haps of service. 

But today, and yesterday, and to- 
morrow, bring interruptions that are 
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almost standardized. The motorist 
knocking down a pole is standard, and 
dealing with that type of emergency is 
also standardized, even to charging 
him for the pole and its replacement. 
He may stop the service, but the shock 
generally stops him. 

Brush fires get out of control, or 
start in isolated places, and burn down 
poles. Lightning, wind, floods cause 
interruptions of all magnitudes, and 
sometimes under conditions that make 
reporting and repair difficult. 


oe are the interruptions that 
newspaper reporters delight in, 
such as an escaped monkey getting up 
among the wires and grilling himself, 
and nest-building birds causing short 
circuits—one bird did it by carrying a 


snake onto a transmission line. The 

small boy and his kite with metallic 

strings is a regular hazard to the sys- 

tem, as well as himself. 

As far as possible, interruptions are 
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dealt with locally. Each substation has 
the clearest, tersest orders as to what 
action to take in emergencies, and these 
orders are its authority to go ahead. 
Guided by what has happened, precau- 
tions are taken for what may happen, 
and in a high percentage of cases it 
happens that way, and is taken care of 
more promptly because it was antici- 
pated and blueprinted. 

This dispatcher also receives reports 
of weather, rainfall, switching, kilo- 
watt hours generated and transmitted, 
water used, power consumed and ex- 
changed (the system has arrangements 
with the Los Angeles municipal power 
system), takes readings, checks pro- 
grams, authorizes switching. 

Example—a line or piece of equip- 
ment to be taken out of service is 
checked and rechecked to be certain 
that nothing has come up to interfere 
with the work, Each step an em- 
ployee has to obtain its clearance before 
power is turned off, and on again. A 
detailed, formal, repetitive ceremony 
to be sure that the right things are 
done. Also that they are understood, 
which is often very different. 


oO dispatchers supervise gen- 
erating plant, allocate load, make 
forecasts of demand for the hours 
ahead, maintain reserve generating 
capacity, handle maintenance, repair, 
and construction so that there is no 
interference with service, deal with 
other utility dispatchers where systems 
intermesh, and keep records, make re- 
ports, and lay out programs. The paper 
work is almost endless, because it re- 
flects the state of the enormous system 
as of today, yesterday, and probably 
tomorrow. Some of the most effective 
trouble shooting is done on paper, tak- 
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ing care of the trouble that was never 
permitted to happen. 

The Edison radio system is intri- 
cately tied in with other special com- 
munication systems. City, county, 
state, and Federal agencies have radio 
systems, which may be vitally im- 
portant in major interruptions, and are 
helpful from day to day. 

The first report of an interruption 
may come from a local police station, 
or a cruising patrolman. Many reports 
come in by telephone from citizens who 
see accidents. 

The Edison repeater station on a 
mountain top is also used by the Cali- 
fornia Highway Patrol, State Forestry 
Service, San Diego sheriff’s depart- 
ment, and Orange County Radio 
Department, each with its own equip- 
ment, operating on its own frequency. 

There are tie-ins with the various 
disaster organizations maintained 
throughout southern California. Los 
Angeles was one of the first localities 
— if not the first—to set up a disaster 
council, long before the recent war. 


general, disaster organizations 
maintain records of communica- 
tion, transportation, and other facili- 
ties, food and hospital supplies, tents, 
emergency housing, doctors, peace 
officers, and other personnel, with the 
purpose of mobilizing secondary re- 
sources where other facilities and per- 
sonnel are knocked out. Communica- 
tion comes near being the No. 1 disas- 
ter essential, and therefore the Edison 
radio system is tied in everywhere. It 
may be vitally necessary tomorrow to 
communities visited by disaster—and 
they are necessary to the company in 
meeting its own disasters, minor and 
major. 
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As a third means of communication 
in major interruptions, radio is one 
more resource, and might have to be 
depended upon alone, so its value as 
emergency insurance is obvious, 

But the day-to-day uses and econ- 
omies more than pay for the system, 
hastening restoration after minor in- 
trruptions, and speeding routine 
maintenance work. 

When the telephone alone was avail- 
able, emergency and maintenance cars 
spent a good deal of time near a phone. 
When trouble was reported, they had 
to go out, locate it, and come back toa 
phone to report—and then go back to 
the trouble to carry out orders. 

With 3-way radio, these cars are 
constantly patrolling or working. They 
get orders, changes, and emergency 
reports instantly, from the nearest 


center, can be diverted, talk with other 
cars, and mobilized in minutes. Radio 
cuts down the time needed to restore 
interrupted service, as well as saves 
hours in performing ordinary mainte- 
nance jobs. It is especially useful in 
transmitting the innumerable orders, 
reports, checks, and OK’s needed in 
minor repairing, replacements, and 
overhauling of equipment. 

And it is especially valuable in out- 
lying areas of desert, forest, and moun- 
tain country, where the old handicaps 
and delays of ordinary telephone com- 
munication were multiplied. 

In the invisible distribution of the 
juice that lights a town, makes the 
toast, and rings a doorbell, radio just 
about doubles the dispatcher’s effi- 
ciency—and does a lot toward keeping 
him from growing bald or gray. 





Easy Money and Peace 


i won the war, easy money was and still is de- 
pended on to win the peace. It enters into the motives 
that actuate our foreign lending (by the government) on the 
one hand and all manner of Federal and local public works am- 
bitions on the other. Easy money so fascinates the public mind 
that the policy is retained even at the cost of leaving a mass of 
Treasury obligations in the banking system, even while eco- 
nomic theorists and practical bankers agree that bank lodgement 
of governments is the mother of price inflation. 

“That fascination has gone so far that we are told and almost 
believe that the interest rate has nothing to do with the indi- 
vidual’s inclination to save, to shore up his personal security, 
and contribute to the reservoir of capital which develops natural 
resources and CREATES real jobs. For the right comment on this 
aberration we turn to Mr. Gilbert E. Jackson of Toronto, Can- 
ada. 

“ ‘The same learned men maintain, additionally, that the size 
of the reward paid for saving does not regulate the scale on 
which individuals will save money. The position is very much 
the same, in these learned modern men’s opinion, as if one would 
not need any longer to pay wages to plumbers if it could only be 
proved that, paid or unpaid, the poor simpletons would con- 
tinue to fix our plumbing anyway.’” 

—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Fight on Straus Ouster 
S on a number of other measures 
where the more Republican House 
has cut too close to the bone on a New 
Deal bureau, Democratic leadership in 
the Senate is planning a pitched battle on 
the House-approved version of the In- 
terior Appropriation Bill. This was par- 
ticularly true of that provision which 
would oust top officials of the Reclama- 
tion Bureau by providing new qualifica- 
tions for office. 

Altogether the House bill carries a 
record appropriation of $375,692,591 for 
Interior—which is apparently liberal 
treatment in view of the recurrent hos- 
tility and criticism in the lower house 
against Reclamation leadership. The in- 
ference seems to be that, for political or 
other reasons, the House majority does 
not object so much to spending on Recla- 
mation Bureau projects in the important 
Pacific Northwest states as it does to the 
personalities and ideologies of those who 
do the spending. Thus the House-ap- 
proved bill provides in effect for the dis- 
missal of Reclamation Commissioner 
Michael W. Straus and Director Richard 
L. Boke of the bureau’s Sacramento re- 
gional office. 

The bill sent to the Senate allots $226,- 
794,897 for the reclamation program in 
the West for the twelve months begin- 
ning July Ist, and lesser sums for the 
National Park Service, Bureau of Mines, 
Fish and Wildlife Service, Bureau of In- 
dian Affairs, Geological Survey, and 
other Interior Department agencies, 


gy seing of Straus and Boke, who 
have been under fire in Congress, 
was provided through adoption of an 
amendment by Representative Elliott 
(Democrat, California) requiring that 
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the positions of commissioner, assistant 
commissioner, and regional director in 
the Reclamation Bureau be filled by en- 
gineers of at least ten years’ engineering 
experience. Neither Straus nor Boke is 
an engineer. 

Dismissal of Straus and Boke was 
recommended several weeks ago by Rep- 
resentative Harness (Republican, In- 
diana), chairman of the House subcom- 
mittee on Publicity and Propaganda, 
which is investigating charges by Elliott 
and Senator Downey (Democrat, Cali- 
fornia). 

Chairman Jensen of the Interior De- 
partment’s subcommittee was cautious 
about accepting the suggestion of Rep- 
resentative Harness regarding the ouster 
provision. His subcommittee and the Ap- 
propriations Committee as a whole ap- 
parently followed his lead in deferring 
action on such matter in its report on the 
Interior Appropriation Bill. 

This was done by way of an amend- 
ment on the floor after the committee’s 
bill had been reported. Thus the Elliott 
amendment was carried, 


* 


Reclamation.Gets Money— 
With Lecture 


LTHOUGH the House Appropriations 
Committee slashed $84,293,244 
from funds for the fiscal year of 1949 
asked by the Department of Interior, and 
although this cut was made principally 
in the Reclamation Bureau, both Re- 
publicans and Democrats were saying 
that financially the bureau came through 
pretty well considering the amount of 
hostility and criticism which has been 
prevalent on Capitol Hill in recent weeks. 
Specifically, the Bureau of Reclamation 
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in the House bill was cut $51,162,753 
from a budget estimate of $277,957,650 
—leaving that bureau for the fiscal year 
1949 $226,794,897. But this represents 
$83,669,859 more than was voted for the 
Keclamation Bureau during the current 
fiscal year 1948, 

It was in this stinging rebuke to the 
Reclamation Bureau on grounds of policy 
that the House Appropriations Commit- 
tee got in its heaviest licks against what 
it regards as the bureau’s preoccupation 
with public power development at the 
expense of its primary function of pro- 
viding reclamation and irrigation bene- 
fits. In the following passage the com- 
mittee report gave this warning to the 
Reclamation Bureau : 


Statement of policy—The committee de- 
sires to reémphasize its statement in former 
reports on the bill, that the reclaiming of 
arid lands by the construction of reclama- 
tion projects is and always has been the pri- 
mary purpose of the reclamation laws. De- 
velopment of hydroelectric power is inciden- 
tal to irrigation and is made as a means of 
financially aiding and assisting such under- 
takings. This policy should not be departed 
from without specific legislation by the Con- 
gress. 

The Bureau of Reclamation should not use 
its power and authority or_funds entrusted 
to its care to construct power facilities that 
are not essential to carrying out the purpose 
of the reclamation laws. It is unsound and 
against the principles of our form of gov- 
ernment to appropriate government funds for 
the construction of transmission lines, 
switchyards, substations, and incidental fa- 
cilities where private capital is prepared to 
provide them. 

At a time when it is so essential for the 
government to stimulate the creation of tax- 
able property, it is the opinion of this com- 
mittee that private enterprise should be en- 
couraged. Investment of private capital in 
tax-paying properties is greatly to the advan- 
tage of the government. Public funds should 
be invested only where necessary to furnish 
adequate services or facilities that private 
enterprise cannot provide. Not only in regard 
to the production and distribution of electric 
energy, but also in small or big business en- 
terprise, agriculture, professional services, 
and banking. 


_ bureau practices specifically 
condemned were: 1. “Holdbacks” 
to contractors in anticipation of future 
appropriations. 2. Overstaffing with high 
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salaried personnel. 3. The appropriation 
of funds for the construction of a steam 
plant and a commercial transit line for 
the Central valley project—which was 
specifically disallowed. Bonneville Ad- 
ministration came in for its share of the 
lecture in regard to the government’s dis- 
crimination against private power com- 
panies, The committee pointed out that 
the present private power companies 
have been unable to secure extensions of 
contracts beyond one-year periods. The 
committee report stated: 


... The committee is of the firm conviction 
that the present purchasers of power should 
be given preference in the renewal of con- 
tracts in order that they may continue to sup- 
ply the needs of their customers. Also when 
additional power is available for sale, such 
power should be distributed proportionately 
and equitably among present purchasers and 
new purchasers of power. 

The acquisition of the properties of a pri- 
vately owned power company serving a 
power-consuming area by a public utility 
district through a strange method of con- 
demnation proceedings—as has already been 
consummated in one instance in a north- 
western state—is undemocratic in its appli- 
cation and should not be condoned unless 
such proceeding is approved the American 
way, which is by a majority vote of the quali- 
fied voters in the respective area. Such proce- 
dure has the-earmarks of a Soviet power 
policy and will not be countenanced by this 
committee and we are entirely certain that 
the Congress and the American people will 
insist that such a policy does not get a foot- 
hold in America against any private business 
regardless of how small or how large. 


Finally, under appropriation for the 
office of Secretary of Interior, the House 
committee took occasion to cut off all 
funds for the construction program re- 
quested for the Southwestern Power Ad- 
ministration, The committee was “of the 
opinion that such necessary additional 
facilities as may be required should be 
provided by organizations in the power 
business in that area where the power 
is to be distributed.” A small sum was 
allowed for expenses in connection with 
the marketing of power and the super- 
vision of construction under contract— 
pending further investigation by the 
committee as to the need of such. 

Even the President came in for some 
censure in the Interior Appropriation 
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Bill as it passed the House, This was in 
the nature of a restriction against the 
presidential declaration of any morato- 
rium on reclamation, flood control, or 
public works. 

The House eliminated an anti-Com- 
munist provision from the bill. But the 
measure as it went to the Senate still for- 
bids the use of any money to persons 
who strike against the government. 


The “Freeze” Is Still on 


|B gee cries from the Democrats 
about “playing politics” with the 
national welfare, Senate Republican 
leaders are still implementing their policy 
of delaying action at this session of Con- 
gress on the confirmation of presidential 
appointees. The obvious explanation 
seems to be that the GOP is anticipating 
a change in the appointive authority after 
the next election, and would like to build 
up a little backlog of patronage plums for 
more deserving personalities—from their 
viewpoint. 

Conversely, lest it appear that the 
“playing politics” is all on one side, the 
administration seems to be moving with 
alacrity to anchor down as many deserv- 
ing administrative supporters in snug 
harbors as possible. Thus, for the first 
time in many months, President Truman 
has sent to the Senate names which 
would maintain all regulatory commis- 
sions at full strength— if confirmed. Only 
one of these, Paul R. Rowen, Boston Re- 
gional Director of the SEC, has come 
through to win Senate confirmation. Mr. 
Rowen was named to a vacancy on the 
Securities and Exchange Commission 
left by the resignation of Chairman 
Caffrey last December. But Rowen’s 
name was before the Senate for several 
months and because his was a career ap- 
pointment it was not regarded as so much 
open to question, 

More likely to be frostbitten by the 
Republican “freeze” however are two 
other regulatory appointments: those of 
Thomas C, Buchanan of Pennsylvania 
to the Federal Power Commission and 
Frieda B. Hennock of New York, who 
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would be the first lady member of the 
Federal Communications Commission or 
any other Federal regulatory board, 
However, Richard B. McEntire of Kan- 
sas was given Senate confirmation on 
his renomination to the Securities and 
Exchange Commission by Senate vote 
on June 3rd, although Commissioner 
McEntire is a Republican and has been 
active in Kansas Republican politics for 
some time. 


HE appointment of Miss Hennock 

was looked upon by the Republican 
leadership as chiefly political, since Miss 
Hennock was not even an active member 
of the FCC bar and has had no profes- 
sional background in the special regula- 
tory field of communications, This, in 
connection with the fact that Miss Hen- 
nock was a leader of the liberal wing of 
the Democratic party in New York and 
had the strong endorsement of state 
Democratic leaders, including Mayor 
O’Dwyer, made her nomination a nat- 
ural target for partisan opposition under 
the “freeze” policy. 

Nomination of Mr. Buchanan to the 
FPC is in a somewhat different cate- 
gory. Buchanan was not without power- 
ful Republican friends in the Senate; 
notably, Senator Tobey of New Hamp- 
shire, who has been trying to press the 
nomination through the Senate Interstate 
and Foreign Commerce Committee 
against the opposition of Republican 
Senator Capehart of Indiana and several 
other more regular party Senators. 
Whether this split in the majority would 
be sufficient to get Buchanan out of the 
“deep freeze” before the whistle blows 
on the end of the 80th Congress was re- 
garded as highly unlikely. 

The whole controversy over the 
“freeze” edict stems from the reappoint- 
ment of Chairman Lilienthal and his as- 
sociates on the Atomic Energy Commis- 
sion. The Republicans were unwilling to 
see five Truman appointees blanketed 
into the new commission on terms run- 
ning from one to five years, Hence the 
compromise proposal to cut the terms of 
all the members of this commission to 
two years. 
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Status of Bell Rate Cases 


Az of developments and in- 
formation regarding the progress of 
the Bell system in obtaining rate in- 
creases is necessary every few months. 
This is evident when we realize that the 
Bell system has sought rate increases in 
43 states and the District of Columbia 
since September 17, 1946, when the first 
postwar rate increase application was 
filed in North Carolina. A comprehen- 
sive summary of all the data, including 
the present status of cases, has been pre- 
pared by Frederick G. Hamley, general 
solicitor of the National Association of 
Railroad and Utilities Commission- 
ers, which is located in Washington, D. C. 

Mr. Hamley’s tabulation covers the 
period from September 17, 1946, to May 
20, 1948, and is prepared for members 
of his association in a special bulletin 
dated May 24, 1948. 

The total amount of rate increases re- 
quested would add $240,528,000 annu- 
ally to company revenues, if all amounts 
sought were granted. To date the in- 
creases authorized by state commissions 
or placed into effect under court order 
total $136,.849.863. No increases have 
been asked in Delaware, Nevada, New 
York, North Dakota, or Pennsylvania. 
In 22 states and the District of Columbia, 
action on the increases has been com- 
pleted. 

Incompleted actions where applica- 
tions still are pending amount to $80,118,- 
000. However, this figure includes $7,- 
628,765 now in effect and shown in the 
tate increase total, but also listed in the 
table on page 862 as pending because the 
increases were granted on a temporary 
basis by the commission or court. Details 
are given below the table. With this sum 
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omitted, net pending applications total 
$72,489,235. 


| wrong authorized or in effect con- 
stitute 100 per cent of the amounts 
sought in 9 jurisdictions (including Iowa 
and Texas, which have no state telephone 
regulation) — Arizona, District of Co- 
lumbia. Florida, Iowa, Nebraska, New 
Mexico, Texas, Virginia, and Wyoming. 

Mr. Hamley’s bulletin further points 
out that in the remaining 14 jurisdictions 
which have completed action on the in- 
creases, the percentages of the applica- 
tions granted range between 58 per cent 
and 98 per cent. In detail they are: 


71% 


In the 21 jurisdictions where commis- 
sion rate proceedings have been com- 
pleted (excluding Iowa and Texas), the 
rate increases authorized aggregate 81 
per cent of the amount requested. Com- 
mission orders denying requested in- 
creases, in full or in part, are now under 
court review in Alabama, Georgia, Kan- 
sas, Mississippi, and Tennessee. An ad- 
ministrative review is under way in 
Rhode Island. 

Following Mr. Hamley’s table are 
reproduced explanatory notes referring 
to the figures in the table itself. These are 
important for reference because they 
present brief histories of cases where 
unusual or complicated situations exist, 
such as court reviews and interim orders. 

These telephone rate advances repre- 
sent the first important ones since the 
adjustment following World War I. 
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State 


Arkansas 

California 

Colorado 

Connecticut 
Delaware 

District of Columbia 


Louisiana 

Maine 

Maryland 
Massachusetts 
Michigan 

Minnesota 
Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New Hampshire ... 
New Jersey 

New Mexico 

New York 

North Carolina .... 
North Dakota 

Ohio 

Oklahoma 

Oregon 
Pennsylvania 

Rhode Island 

South Carolina .... 
South Dakota 
Tennessee 


Virginia 
Washington 
West Virginia 
Wisconsin 


Total 
Increases 
Requested 
$ 2,530,000 
865,000 
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1,253,000 
4,140,000 
7,050,000 
2,285,000 
9,500,000 

287,000 


Date of Increases Granted : 
Last Or Pending 
Order Made Effective Applications 

3/17/48 $ 2,530,000 $ 2,170,000 

865,000 


3/ 7/47 
1,750,000 
4/ 6/48 28,364,300 
3,142,000 33,000 
10/17/47 4,163,000 


12/22/47 
4/26/47 
1/23/48 
1/10/47 

12/ 3/47 

10/20/47 


1/10/48 
9/ 5/47 
6/24/47 
5/23/47 
8/13/47 
7/24/47 


12/ 3/47 
2/ 7/47 


3/22/48 
9/30/47 


1/15/48 
11/25/47 
12/17/47 


1/30/48 


4/19/48 
1/ 8/48 1,554,408 


3/31/48 1,200,000 
3/20/47 785,000 
12/27/46 506,000 
11/ 6/47 Denied 
548,000 


3/26/48 1,253,000 


10/18/47 
6/28/47 
9/18/47 
1/12/48 


$136,849,863 





Explanatory Notes 
Y, grey AND Arizona. A commis- April 26, 1948, a decree was entered per- 


sion order, dated March 5, 1948, 


rections in the original order. The com- 
pany instituted a court appeal and, on 


mitting the entire increase applied for to 


granted a $360,000 increase. An order to into effect, under a bond arrangement, 
dated March 17, 1948, made certain cor- pending conclusion of court proceedings. 
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EXCHANGE CALLS AND GOSSIP 


Where only interim increases have 
been granted by the commission or made 
effective by court decree, or where the 
requested increase has been denied b 
the commission but is involved in a pend- 
ing court appeal, the entire increase ap- 
plied for issshown as pending. Thus a 
total of $7,628,765 of the increases now 
in effect on a temporary basis is shown 
as pending, as follows: Alabama, $2,- 
170,000 ; Georgia, $360,765 ; Mississippi, 
$1,500,000; New Hampshire, $1,570,- 
000; Vermont, $1,253,000; and West 
Virginia, $775,000. 

California. On June 24, 1947, the com- 
mission authorized a $10,500,000 in- 
crease. A further increase of $5,500,000 
was granted on August 26, 1947. On 
December 17, 1947, a third order was 
issued, authorizing an additional $6,455,- 
000 increase. The final order was entered 
on April 6, 1948, granting $5,100,000 
more, This total of $27,555,000 becomes 
$28,364,000 on the basis of calculations, 
set forth in the final order, reflecting 
recent operating data. These increases do 
not include a $722,000 increase in direc- 
tory advertising rates, authorized on De- 
cember 30, 1946. 

Georgia. A commission order, dated 
January 23, 1948, granted a $1,412,473 
increase. The company immediately ap- 
plied for and obtained a temporary in- 
junction permitting the full amount of 
the requested increases to go into effect 
on February 1, 1948, under a $1,000,000 
bond. The temporary injunction was dis- 
solved on February 5, 1948, by a 
3-judge state court. On March 21, 1948, 
the 3-judge court ordered a further in- 
crease of $360,765, pending further court 
proceedings. 

Indiana. Includes $65,000 increases to 
Illinois Bell Telephone Company, balance 
to Indiana Bell Telephone Company. 

Towa. No state commission regulation 
of telephone companies. 

Kansas. Application was dismissed on 
January 10, 1948, because of asserted 
failure to comply with state statute rela- 
tive to expenses under license contract. 
_ Massachusetts. Supplemental applica- 
tion, seeking this $10,000,000 additional 


increase, was filed during April, 1948. 

Minnesota. By its order of December 
3, 1947, the commission nted onl 
$3,000,000 of the requested increase and, 
in effect, denied the remainder. However, 
partial reconsideration is pending. 

Mississippi. On April 14, 1947, the 
commission granted an $890,000 in- 
crease. On February 7, 1948, it denied 
a requested $1,500,000 supplementary in- 
crease. The company then obtained a 
temporary injunction, permitting the full 
supplementary increase applied for to go 
into effect under a $100,000 bond. (See 
interim order under Alabama.) 

New Hampshire. On July 28, 1947, the 
commission granted an $800,000 emer- 
gency increase. On December 31, 1947, it 
denied a request for an additional $1,- 
666,000 emergency increase. On January 
15, 1948, the commission denied a peti- 
tion for rehearing. Court proceedings on 
both the December 31, 1947, order and 
the January 15, 1948, order were insti- 
tuted. On February 12, 1948, the state 
supreme court remanded the case to the 
commission, and the commission there- 
upon granted $770,000, in addition to 
original $800,000 increase. 

North Carolina. An increase of $950,- 
000 was granted on November 23, 1946, 
the first postwar rate increase for the 
Bell system. A further increase of $680,- 
000 was authorized on January 30, 1948. 

Oklahoma. On April 19, 1948, the com- 
mission denied a request for an immedi- 
ate temporary increase under a refund- 
ing bond, pending conclusion of the com- 
mission proceedings. The company is 
now appealing this order. 

Rhode Island. The order only partially 
granting the application is under review 
by a 3-member utility hearing board. 

Tennessee. The order denying in- 
creases is under court review. 

Virginia. On January 16, 1947, a $2,- 
700,000 increase was granted. On March 
26, 1948, a further increase of $1,440,- 
000 was granted. 

Washington. Includes approximately 
$700,000 revenue to be received from 
passing on municipal use taxes to 
customers. 
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and Comment 


By OWEN ELY 


1947 Record of the Electric 
Utility Industry 

HE annual Statistical Bulletin of the 
Edison Electric Institute serves as 
the “Statistical Abstract” for the electric 
light and power industry, and the latest 
figures always throw a great deal of light 
on the problems and trends of the electric 
utilities. The Bulletin has been delayed 
this year by printing problems, and the 
following analysis and comment are 

based on a preliminary set of tables. 
The industry (including municipal 
a and codperatives) spent $1,592,- 
,000 for construction in 1947, nearly 
twice as much as in the previous year and 
nearly four times as much as in 1945. 
Fifty-one per cent of this amount was 
spent for distribution facilities, 32 per 
cent for production plant (29 per cent 
fuel and 3 per cent hydro), 13 per cent 
for transmission, and 4 per cent for gen- 
eral plant. Generating capacity for all 
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plants contributing to the public supply 
totaled 52,211,000 kilowatts at the end 
of the year, compared with 50,316,000 
at the close of 1946, a net increase of 
1,895,000 or 3.8 per cent. (The net in- 
crease in the previous year was only 4 
per cent.) It is impossible from available 
figures to estimate the cost of construct- 
ing a kilowatt capacity, since the dollar 
cost and capacity figures are not compiled 
on exactly the same basis, and the amount 
of production facilities retired from serv- 
ice is not published. Moreover, balance 
sheet figures are not yet available, so that 
the changes in aggregate plant account 
and depreciation reserve are not yet 
known. 


A NEW table is presented by the in- 
stitute this year, “The Investor's 
Position in the Electric Utility Com- 
panies,” from which the accompanying 
figures are selected. 


Average Y Average % 
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The return available to all investors 
declined to 5.3 per cent in 1947 compared 
with 5.6 per cent in 1946 and 5.7 per 
cent in 1945, However, due to refunding 
operations in bonds and preferred stocks, 
the return to bondholders was reduced 
from 3.12 in 1946 to 3.04 per cent in 
1947, and the return on preferred stocks 
dropped from 5.1 to 4.7 per cent. Divi- 
dend return for the common stockholder 
increased from 7.1 per cent to 7.6 per 
cent, despite the decline in the over-all 
rate of return. This condition may be re- 
versed in 1948, for refunding operations 
have virtually ended and interest rates 
and preferred dividend rates (particu- 
larly the latter) are now advancing. 
Moreover, with the big demand for con- 
struction funds, any substantial increases 
in common dividend rates this year seem 
rather unlikely. (Payments on common 
stock increased from $353,000,000 in 
1946 to $374,000,000 in 1947, nearly all 
of which represented increases in divi- 
dend rates.) 

Another point that should not be over- 
looked is that the return of 7.6 per cent 
is on book value of common stock, not 
on its par value or any fixed amount. In 
spite of the growth of capacity and out- 
put in the past six years, the book value 
of common stock has declined about 10 
per cent due to plant write-offs resulting 
from orders by regulatory commissions. 
Without these write-offs “average per 
cent paid on common” would have been 
well below the 7 per cent level in 1947. 

Last year generation of hydroelectric 
power remained practically stationary 
due to drought conditions, while steam 
generation increased 23 per cent and in- 
ternal combustion (relatively unim- 
portant) 18 per cent. Because of the 
heavy use of stand-by generating capac- 
ity of inefficient character, 24 per cent 
more coal and equivalent fuels were con- 
sumed, compared with an increase in 
kilowatt hours generated by fuels of 22 
per cent. Thus the number of pounds of 
fuel per kilowatt hour increased from 
1.29 to 1.31. During the period 1920-44 
pounds of fuel per kilowatt hour had 
declined steadily from 3-to 1.29. During 
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the war period, however, no further 
progress was made, and the trend was 
temporarily reversed last year. With the 
continued gain in output exceeding the 
installation of new facilities, no improve- 
ment in the rate of unit coal consump- 
tion appears likely in 1948 unless hydro- 
electric operations improve sharply. 


N recent years the industry has been 

making increasing use of fuel oil and | 
gas. Two decades ago these amounted 
to only 10 per cent of total fuel; in 
1947 the figure increased to 22 per cent. 
(Had it not been for the shortage of 
gas the percentage would doubtless be 
thuch higher.) The use of fuel oil has 
tripled since 1942, 

The unit cost of fuel (including coal, 
oil, and gas) has increased steadily from 
$3.10 per ton in 1939 to $5.62 in 1947. 
The gain in the latest year was 15 per 
cent. The fuel cost of generating 1 kilo- 
watt hour has also increased steadily 
from 2.1 mills to 3.2 in 1946 and 3.7 in 
1947. 

Residential kilowatt sales increased 14 
per cent last year, reflecting a gain of 6 
per cent in the number of customers and 
8 per cent in the consumption per cus- 
tomer, Due to a decline in average resi- 
dential revenues per kilowatt hour from 
3.22 to 3.09 cents, revenues from this 
source gained only 10 per cent. While 
the cost»of living increased 16 per cent 
(averages for 1946-7) the unit cost of 
residential electricity dropped 4 per cent. 
Since 1940 the cost of living has in- 
creased 61 per cent while the residential 
electric rate has dropped nearly one- 
fifth. Total ultimate customers in 1947 
increased in number 6 per cent, and total 
sales gained 14 per cent, while revenues 
were up only 11 per cent. For all ultimate 
customers, the average rate dropped 2 
per cent while the average use of elec- 
tricity per customer gained 8 per cent. 

Farm electrification continued at a 
rapid pace in 1947 and within a few 
years the program will have been virtu- 
ally completed. Back in 1919, it is esti- 
mated, only about 100,000 out of some 
6,400,000 farms were served on power 
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lines—less than 2 per cent. At the end 
of 1947 about 3,800,000 were served out 
of an estimated total of 5,900,000 or 65 
per cent; 2,082,000 farms are served by 
utility companies while 1,735,000 are 
served by REA codperatives, municipal 
systems, and power districts not financed 
by REA. Not only has the number of 
electrified farms increased sharply but 
the average consumption of electricity 
per farm has gained rapidly. Farms east 
of the 100th meridian (where there is 
little irrigation) now use 1,802 kilowatt 
hours annually, at an average kilowatt- 
hour cost of 3.42 cents; those west of 
the 100th meridian use 4,815 kilowatt 
hours (largely for irrigation purposes) 
at an average cost of 1.79 cents. Total 
rural revenues are now about 9 per cent 
as large as residential. 


CCORDING to the income statement 
(the figures differ somewhat from 
those released earlier by the Federal 
Power Commission), revenues in 1947 
gained 12 per cent, operating income re- 
mained the same, and net income in- 
creased about 2 per cent. Important items 
of expenses and charges (in millions) 


were as follows: 
Per Cent 
1946 Increase 
$427 942 
Maintenance .... 212 42 
Other expenses .. 746 7 
Depreciation .... 34 324 6 
Taxes 639 3 
Interest, amortiza- 
ee eee 259 D7 


D—Decrease. 


The breakdown of tax payments in the 
past three years has been as follows: 


7 


Amounts (Mill) 
1947 


1946 


$307 
68 66 
$375 
264 241 


$639 
866 


Total Federal ... 
State and Local 
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Turning to the question of salaries: 
Electric light and power workers were 
paid about $57.04 a week in 1947 com- 
pared with $49.26 for manufacturing 
employees. (In 1940 the two figures were 
$35.10 and $25.20.) Utility employees 
obtained an increase in 1947 of about 10 
per cent, and manufacturing employees 
about 12 per cent. Since 1940 utility 
employees’ weekly earnings have in- 
creased 63 per cent and manufacturing 
employees 95 per cent, compared with 
only 61 per cent increase in the cost of 
living. (Consumers’ price index for 
modern income families in large cities.) 


aa 


Higher Financing Costs Ahead? 


pi fee. the surprise of financial “ex- 
perts” who had almost unanimously 
predicted an increase in the short-term 
government interest rate from 14 per 
cent to 1} per cent a few weeks ago, 
Secretary of the Treasury Snyder re- 
tained the lower rate after “weighing 
the evidence.” The result was a moderate 
firming in the government and corporate 
bond market, 

Following the fairly sharp increase in 
money rates in the second half of 1947 
(largely due to lowering of the support 
price for Governments) the money mar- 
ket now appears to be temporarily 
stabilized. The corporate bond market as 
measured by the Dow-Jones 40-bond 
average has recovered from 96.54 around 
the end of 1947 to 100.57 recently, the 
advance retracing about half of last 
year’s dip; and the municipal bond mar- 
ket has enjoyed a similar recovery. Even 
preferred stocks have been doing a little 


Per Cent of Revenues 


1945 1947 1946 1945 


$191 
154 


$411 


$652 
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better lately, and the latest offering, New 
York State Electric & Gas 4.50 per cent 
preferred, “went out of the window.” 

But this appears to be a temporary in- 
terlude—an interim recovery in a bear 
market for bonds. Murray Shields, vice 
president of the Bank of Manhattan, re- 
cently told the National Association of 
Savings Banks that “the U. S. can’t keep 
interest rates from rising’—and that 
“bond yields will reflect hunger for capi- 
tal over the next decade.” He also quotes 
the consensus of twenty-eight financial 
experts ; only four of them predicted that 
five years from now yields on high-grade 
corporate bonds would be about the same, 
while fourteen thought they would be 
moderately higher, and ten materially 
higher. The voting was much the same 
for yields on Treasury certificates and 
mortgages, although on long Govern- 
ments only three experts predicted “ma- 
terially higher” yields. 


fg mere in the present financial 


picture is the issue between the 
Treasury and the Federal Reserve 
Board. The Treasury wants to keep the 
cost of servicing government debt as low 
as possible; the Federal Reserve would 
like to resume its traditional prewar réle 
of managing money so as to regulate the 
whole economy, and primarily to check 
inflationary trends. Since the campaign to 
curb rising bank loans has not proved 
very successful, the Reserve wants 
higher interest rates—which commercial 
banks also favor as a money-making 
policy. It recently raised member bank 
reserve rates from 22 to 24 per cent in 
New York and Chicago—apparently a 
countermove against Mr. Snyder’s reten- 
tion of the 14 per cent money rate, which 
disappointed the board. 

The Federal Reserve Board apparently 
expects Treasury operations to expand 
the money supply and add to inflationary 
pressures toward the end of this year. 
Stressing the possibility of a Treasury 
cash deficit for the calendar year 1948, 
the board has indicated its fears that 
Treasury operations will increase de- 
posits and bank reserves, and thus again 
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fan the flames of inflation. President 
Allan Sproul of the New York Reserve 
Bank told a congressional committee that 
raising the short-term rate is the best 
weapon against inflation. Otherwise the 
Federal Reserve needs larger powers 
from Congress, so that it can raise pri- 
mary cash reserve requirements, and im- 
pose a new special reserve of short-term 
Governments on all commercial banks. 
The board holds that its traditional pow- 
ers are no longer adequate as a result of 
monetary changes during the war. (Their 
use was not very effective anyway in 
1921 or in 1929.) 


HERE are so many facets to the in- 

flation problem that it is difficult to 
cover them al] in this brief review. 
Several factors seemed encouraging a 
short time ago: (1) the rise of money in, 
circulation, and of bank loans, appeared 
to be checked; (2) farm prices turned 
downward; and (3) industry made a 
concerted effort to resist a third round 
of wage increases. But these gains now 
seem illusory, or impotent as a backfire 
against inflation. The slight down turn in 
business loans in the first quarter appears 
due only to a seasonal letdown at New 
York and Chicago, while the record for 
other cities was much less impressive. 
While the down trend in farm prices was 
encouraging, the action of other com- 
modity ‘prices has been less favorable. 
Wholesale price indexes rose during May 
and the cost of living has taken a re- 
newed spurt. Inventories and prices of 
most manufactured goods have continued 
to rise. The General Motors wage in- 
crease has been followed by others, and 
while labor is not being treated as liber- 
ally as a year ago, nevertheless the in- 
creases continue to lend support to the 
inflationary spiral. 

Also, the inflation bogy of government 
deficit financing has again raised its 
head, Secretary Snyder himself feels 
that the income tax reduction, the Euro- 
pean Recovery Program, and rearma- 
ment demands will again put the govern- 
ment in the red next year. However, he 
seems hopeful that the continued Treas- 
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ury campaign to sell savings bonds may 
permit some reduction in marketable 
securities, Under Secretary of the Treas- 
ury Wiggins has been quoted as estimat- 
ing the deficit at only $700,000,000 in 
fiscal 1949, but the Reserve Board is 
said to foresee a $3 billion figure. 

Among the four agencies which regu- 
late our monetary and budgetary policies 
—the Reserve, the Treasury, the Presi- 
dent and his economic advisors, and 
Congress—there seems to be a wide dif- 
ference of opinion as to the methods and 
timing of inflation curbs, mildly reminis- 
cent of the 1929 debate between Charlie 
Mitchell and the New York Reserve 
Bank over call money. It appears unlikely 
that Congress will do anything at pres- 
ent about giving the Federal Reserve 
more powers. 


EC Commissioner McEntire, writing 
in the June 3rd issue of PuBLic 
Utitities ForTNIGHTLY, noted that the 
Electrical World now estimates the util- 
ity expansion program at $10 billion 
compared with Mr. Oakes’ figure of $6 
billion. Regardless of the exact amount, 
the utilities obviously must do a great 
deal more financing, and it would seem 
good business policy to sell bonds and 
preferred stock somewhat in excess of 
current construction needs, before more 
drastic steps to curb inflation are reflected 
in higher interest costs. 


5 
Excess Profits Taxes Again? 


ITH the growing expectation of 
deficit financing by the Federal 
government in the fiscal year 1948-9 and 
later, there has been some talk about the 
necessity of raising taxes again, particu- 
larly if the “cold war” requires still 
heavier military expenditures. Naturally 
Congress would be reluctant to increase 
individual income taxes so soon after 
they have been reduced. Hence the line 
of least resistance might be the revival of 
excess profits taxes, particularly if cor- 
poration earnings continue at their pres- 
ent high levels. 
If this should become a real threat in 
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1949, the utilities should be prepared to 
“go to bat” for obtaining industry-wide 
exemption from such taxes. Their earn- 
ings have not shown the sharp increases 
which have characterized those of many 
manufacturing industries ; currently, net 
income for the electric power and light 
companies is running slightly under a 
year ago. 

The utilities must finance an expan- 
sion program of $6-$10 billion compared 
with their present net investment of some 
$13 billion. Commissioner McEntire of 
the SEC advocates the sale of more com- 
mon stocks than the utilities have been 
offering recently. It seems obvious that, 
if earnings are sharply reduced by any 
new “EPT,” it will prove very difficult 
if not impossible to sell common stocks 
on any large scale. Such sales micht 
sharply dilute earnings for ‘existing 
equities if offerings are made at low 
prices. 

¥ 


Railway Passenger Losses 
ys years ago this writer contributed 


an article to Pustic UTILIiTIEs 
ForTNIGHTLY (August 14, 1941, issue), 
describing the huge losses which U. S. 
railways were encountering in their 
passenger services. During the war this 
condition temporarily disappeared be- 
cause the railroads were able to operate 
trains with “peak loads,” the same as the 
air lines were doing. 

With the transport of troops and mili- 
tary personnel now reduced to a trickle, 
and with millions of new automobiles 
and busses reaching the highways, both 
the air lines and the railroads are again 
having trouble in covering passenger op- 
erating costs. Last year all class I ra'l- 
roads encountered a deficit of $326,000,- 
000 from operation of passenger trains, 
for which they reimbursed themselves 
out of freight earnings of $1,260,000,- 
000. In the previous year the passenger 
loss was $140,000,000. The 1947 deficit 
is said to be the highest recorded since 
the ICC began to require a separation 
of net operating income between the two 
major divisions of the business in 1936. 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC-GAS OPERATING 
COMPANY STOCKS 
Earned P-E 


(12 Mos.) Ratio 
$2. 15. 


=. 
bay 

~ 
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Revenues $50,000,000 and over 
Boston Edison ($2.40) 
Commonwealth Edison ($1.40) 
Consol. Edison of N. Y. ($1.60) 
Consol. Gas of Balt. ($3.60) 
Consumers Power ($2) 
Detroit Edison ($1.20) 

Duke Power ($4) 

Pacific G. & E, ($2) 

Penn. Power & Light ($1.20) 
Phila, Electric ($1.20) 

Pub. Ser. Elec, & Gas 

So. Calif. Edison ($1.50) 
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Averages 


Revenues $10-$50,000,000 

Atlantic City Elec. ($1.20) 
Birmingham Elec. ($1.20) 
Carolina P, & L. ($2) 

Central Hudson G. & E. (52¢) 
Central Illinois P. S. ($1) 
Central Maine Power ($1.20) 
Cincinnati G. & E. ($1.40) 
Cleveland Elec. Illum. ($2.20) 
Columbus & S. Ohio Elec. ($2.80) 
Connecticut L, & P. ($3.25) 
Dayton P. & L. ($1.80) 
Delaware P. & L. ($1) 

Florida Power Corp. ($1) 
Gulf States Util. ($1 
Hartford Elec. Light 
Houston Lighting ($2 

Illinois Power ($2) 
Indianapolis P. & L. ($1.50) 
Kansas Gas & Electric ($1.60) 
Minnesota P. & L. ($2.20) 

No. Indiana P. S. ($1.20) 
Ohio Edison ($2) 

Potomac Elec, Power (90¢) 
Pub, Ser. of Colo. ($2.20) 
Pub. Ser. of Indiana (Stock) 
Public Service of N. H. ($1.80) 
Puget Sound P. & L. (80¢) 
San Diego G. & E. (80¢) 
Southwestern Pub. Ser. ($1.80) 
Utah Power & Light ($1.40) 
Virginia Elec. Power ($1.20) 
Wisconsin Elec. Power ($1) 
Wisconsin P, & L. ($1.12) 


Averages 


Revenues under $10,000,000 
California Elec, Pr. (60¢) 
E] Paso Electric ($1.60) 
Empire Dist. Elec. ($1.12) 
Mountain States Power ($2.50) 
Penn Water & Power ($4) 
Tampa Electric ($2) 


Averages 
Averages, three groups 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC-GAS 


HOLDING COMPANY STOCKS 


5/27/48 
Price Yield 
ntegrated Holding Company Systems 
American Gas & Elec. ($1 and Stock) .... 
Central & South West (70¢) 
New England Elec. System ($1) 
New England G. & E. (80¢) 
West Penn Elec, ($1) 
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Averages 


Systems in Process of Integration 
Common Stocks—Dividend Paying 
American L. & Tr. (Stock) 
Cities Service ($2) 
Electric Bond & Share (25¢) 
General Pub. Util. (80¢) 
North American (Cash and Stock) 
Philadelphia Co. (60¢) 
Pub. Ser. of New Jersey ($1.40) 
United Gas Impr. ($1.30) 
United Lt. & Rys. (Stock) 
West Penn Power ($1.60) 
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Averages 


Common Stocks—Nondividend 
PE Gr Gah ras dst eg C04 0s Add de caw se 
Commonwealth & Southern 
0 EO ee ee eee 
Inter. Hydro-Elec. “A” 
Long Island Lighting 
BD WE I ons os sda cccccettce 
New Engtend Pub. Ser. .....00cccesvccecs 
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What Others Think 


Ideas from Independent 
Telephone Companies 


5 Sew independent telephone com- 
panies are spirited and capable com- 
petitors of the Bell system. To many per- 
sons outside of the telephone business 
this may seem like an exaggerated state- 
ment. However, it is well known that 
while the independents do not have com- 
peting lines and telephones they do com- 
pete actively by means of introducing 
new ideas and new policies into the tele- 
phone field. A realization of this fact is 
evident at the executive conferences of 
the United States Independent Tele- 
phone Association. At the association’s 
last meeting in April at Chicago, nu- 
merous addresses were given which are 
of interest to utility men in any field. 

Excerpts from a few of these speeches 
are given below. 

Oscar Burton, president of the asso- 
ciation, located in Washington, D. C., 
sounded a general keynote by enumerat- 
ing and discussing the factors which 
management would like to look forward 
to in the near future. Briefly these are: 


1. Conditions which will make possi- 
ble a supply of telephone service equal 
to the demand. 

2. Higher earnings in order to at- 
tract new capital and capab!e talent. 

3. Better public relations produced 
by informing the public of problems. 

4. An adequate supply of critical 
materials for independent manu fac- 
urers. 

5. Some relief in the form of repeal 
or substantial reduction of the inequi- 
table excise taxes on telephone service 
and elimination of double taxation on 
corporation. 

6. Assurance of long-term labor 
peace on all fronts. 

7. Relief from fear that foreign 
ideologies are going to make headway 
in our country. 


On the question of labor legislation, 
Mr. Burton said: 


The Taft-Hartley Bill, however, did not 
go far enough; and Congress has apparently 
not fully realized how great a luss of liberty 
and constitutional rights has taken place 
in the past few years. The trend toward 
monopoly in labor unions has greatly ex- 
ceeded the dangers to the country of 
monopolies in industry. Around the turn of 
the century our antitrust laws were enacted 
to prevent or destroy all monopolies, and 
they have been enforced to prevent monop- 
olies in industry. The principal underlying 
both labor and industry monopoly is the same 
—that powerful groups organize to advance 
their own interests at the expense of the 
country as a whole. Congress, in enacting 
our antitrust laws, correctly decided that, 
while monopoly might advance the interests 
of afew, it should not be permitted sinte 
it brings about injury and destruction of the 
rights and liberties of many. The removal of 
the antitrust laws as applying to labor was 
an invitation to labor to establish a monopoly 
in its field. 


Mm M. HAtg, general commercial 
superintendent of the Lincoln 
(Nebraska) Telephone & Telegraph 
Company, addressed the session on the 
subject of putting your house in order 
before applying for rate adjustments. 
Adequate maintenance of plant and the 
furnishing of good service were stressed 
as “musts.” Another suggestion in- 
volved the development of all revenue 
potentialities, such as PBX systems, di- 
rectory aclvertising, and answering 
bureau service. Mr. Hale also would 
eliminate all free toll service. 

Below are his ideas on the actual rate 
schedule to be requested : 

As you know, there is no magic formula 
for developing telephone rate schedules. The 
plan too often followed is to add 25 or 50 
cents per month to each main station, or 
more if those figures do not produce the 
required total. It seems to me that first we 
should determine how much additional reve- 
nue is needed, and then spread that amount 
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over the entire rate structure on the basis 
of the value of service, the usage of the serv- 
ice, and the ability to pay. If the company 
is a multiexchange company operating in 
an integrated area, I think it is advisable to 
classify the exchanges into groups accord- 
ing to station size, and to apply uniform 
rates for each group regardless of the in- 
vestment variation that may occur between 
exchanges in a group. In our state this plan 
of applying rates has been accepted by the 
commission as fair and equitable, and our 
rates and those of the Bell company operat- 
ing in Nebraska are on this basis. I under- 
stand such a plan has been approved in 
several other states. 


Assuming the development of a 
balanced rate schedule ready to file with 
the application it was suggested that, be- 
fore filing, the public should be prepared 
with a well-organized publicity cam- 
paign. 

On this subject Mr. Hale said: 


... For one full year before filing our case 
we Carried on an advertising program stress- 
ing the lack of adequate telephone facili- 
ties. We used many of the very fine news- 
paper ads and mailing pieces of the 
Advertising Institute regarding waiting 
lists. In our latest exchange, Lincoln, where 
we were shortest of central office and cable 
facilities, we used nearly a full-page ad to 
give complete information as to the waiting 
list situation. The ad included a map of the 
city, on which areas were shown where 
we were short of cable facilities; it listed 
the number of applications which we had 
on hand and a list of the central office equip- 
ment which had been added and which we 
still had on order for each office. It also 
outlined the details of our priority plan for 
handling held orders. We had many fine 
comments regarding this and many of our 
other ads, but the point is that the advertis- 
ing program made the public conscious of 
the fact that telephone service was wanted; 
that it was hard to get; that it was valuable. 

When we came nearer to the time of filing 
our application we ran ads about expenses 
going up and net income going down. In 
these ads we detailed the percentage increase 
of various of our expenses such as payrolls, 
wire, pole, switching equipment, etc. After 
we had our ground well prepared, we filed 
our application. We had previously released 
to the field copy for an ad which was to 
appear immediatcly following the filing of 
our application. In this ad we announced 
the filing of our application, told the reasons 
such action was necessarv, and ended by giv- 
ing the proposed telephone rates for the 
particular exchange or exchanges served by 
the newspaper in which the ad anpeared. 
Along with the newspaper ad we gave each 


newspaper a press statement, explaining 
briefly, but convincingly, the reasons why we 
found it necessary to make application for 
additional revenue. Because of the general 
interest in the subject matter, the press re- 
lease was used by nearly all newspapers. 
For those exchanges not having newspapers 
or not covered generally by a neighboring 
newspaper we had copies of our ad repro- 
duced, including the rates for the exchanges, 
and we mailed a copy to each subscriber. We 
had a second ad set up and sent to the field 
for use if opposition to the new rates de- 
veloped. I’m happy to say we did not need to 
to use this ad. 


LYDE S. BAILEY, executive vice presi- 

dent of the United States Independ- 
ent Telephone Association, Washing- 
ton, D. C., presented a 22-page roundup 
report discussing about a dozen main 
problems and recent activities of his 
group and of the industry as a whole. . 
While the tone of the report was gen- 
erally optimistic, Mr. Bailey found it 
necessary to explain some of the serious 
problems facing the industry. One 
bothersome factor is the shortage of ma- 
terials and equipment. Regarding these, 
he explained : 


Many of the current problems in our 
branch of business activity still result from 
the restrictions which the necessities of war 
imposed or which are an inevitable part of 
war’s aftermath, There is an intense com- 
petitive demand for capital goods of all 
kinds. It is unfair to condemn the automo- 
bile dealer or the refrigerator dealer for 
failing to have a plentiful supply of those 
items*cn the market. It is equally unfair 
to condemn the telephone company for ina- 
bility to get a bigger switchboard in order 
to meet the demands for an expanded serv- 
ice. The shortage of all of these items, neces- 
sary to satisfy public need, results from 
identical circumstances. 

It is the cause of much of our present 
distress, for unless our independent manu- 
facturers are able to obtain needed quanti- 
ties of- critical materials they cannot manu- 
facture the equipment which operating 
companies must have in order to carry out 
their public service obligations. 

Congress in January passed what is called 
an Anti-Inflaticn Act, a rather milquetoast 
sort of thing which merely authorized the 
formulation of plans for the voluntary al- 
location of basic commodities. The term 
basic commodities is intended to embrace 
“scarce commodities which basically affect 
the cost of living or industrial production.” 
In the formative stages of carrying out the 
law’s intent, the term basic commodities has 
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been construed to cover steel, lead, copper, 
etc. 

An Office of Industry Codperation has 
been set up in the Department of Commerce 
to stimulate the development of plans, Steel 
is being used as a guinea pig. The steel ~— 
came to Washington on January 30th and 
under the inspiration of the OIC, agreed 
upon a steel allocation plan. In carrying out 
the plan attention is being concentrated, for 
the time being at least, upon the allocation 
of steel for freight cars, agricultural imple- 
ments, petroleum equipment, and_ housing. 
There has been no mention in official circles 
of telephone service or the services of other 
utilities. 

It is the view of the government that em- 
phasis upon the four industries just men- 
tioned will have the greatest effect in mod- 
erating the inflation now gripping the coun- 
try. 


AN this point Mr. Bailey expressed the 
opinion that it is going to take a 
long time for the effects of increased pro- 
duction of such items to be felt by the 


go into iron and steel items, including many 
inds of electrical and other equipment. This 
will contribute to the seriousness of short- 
ages now existing in our own country, and 
wili intensify competitive demands for 
critical items. 

Still another facet of our shortage prob- 
lem is the re nee our government has 
been doing since VJ-Day in order to re- 
plenish a cupboard emptied by the neces- 
sities of war. If the administration’s recom- 
mendation for revival of draft legislation is 
given effect by Congress, the inroads into 
available critical metals for further stock- 
piling will materially increase. As recently 
as April Ist, President Truman asked Con- 
gress for an additional appropriation of 
$375,000,000 for stockpiling purposes. It has 
been estimated that with this added appro- 
priation a total of about $700,000,000 will 
be available for stockpile purchases. 

In view of these circumstances it can 
hardly be said that there is much room for 
optimism that present shortages are going 
to ease within the foreseeable future. 


In taking a look ahead the inde- 


national economy. He continued along Pendent branch of the telephone industry 


this line with: 


Much steel and other critical material will 
of course also enter into the fabrication of 


sees (1) a steadily increasing ratio of 
telephones per 100 population ; (2) a con- 
tinued high level of toll usage, though at 


many kinds of equipment that, will find its a —— rate of increase; (3) con- 
way to European countries under the much tinue rogress upon an uncompleted 
discussed Marshall plan. Out of a $17 billion pe inches olen sve 


appropriation for putting Western Europe 
on its feet in an effort to stem the onslaught 


and (4) continuation of an unfilled serv- 


of Communism, a little over $6 billion will ice order list at least into 1949. 





Retiring President Addresses EEI Meeting 


ge major objectives for the electric omy and the delineation between individ- 
utility industry were presented on ual rights and statism; establishment of 
June Ist to the Edison Electric Insti- a sound tax program, designed to en- 
tute’s sixteenth annual convention at At- courage formation of new capital needed 
lantic City by Charles E. Oakes, retiring for our free economy ; and the elimina- 
president of EEI and president of the tion of tax exemption for proprietary 
Pennsylvania Power & Light Company. businesses, both public and private, and 
“We should outline our objectives and other unfair special privileges enjoyed by 
licies in local areas and on a national government in business, at the expense 
asis.... Our industry badly needs a co- of everyone else,” Mr. Oakes asserted. 


hesive philosophy and a unified policy 


In addition to these three objectives, 


program to guide our actions, so that Mr, Oakes continued: “The _ utilities 
everyone will know where we stand,” Mr. should continue to accept full responsi- 
Oakes declared. bility for meeting present and future 

“We should take our place beside electric power requirements of the terri- 
others who are striving to bring about tory they now serve. . . . Each utility 
full understanding of the adverse socio- should improve its interconnections, en- 
logical effects of government in business, ter into interchange agreements, and 
with withering results of a planned econ- otherwise prepare fully to integrate their 
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“WHAT DO YOU MEAN, LOAN YOU A COUPLE OF BUCKS UNTIL PAYDAY— 
THIS IS PAYDAY!” 


operations on an area basis, in an even 
more effective manner than during the 
past war.” 


M.. OAKES went on to declare: 


I think we should advocate development 
of the water resources of the nation and 
control of floods through projects soundly 
conceived, economically justified and admin- 
istered so as not to destroy private business, 
and including where warranted installation 
of generating facilities to utilize the falling 
water; also, the promulgation of a construc- 
tive power policy by the Federal government 
which would define its functions in relation 
to the power business, standardize its prac- 
tices, delimit its activities, and stabilize and 
reassure the industry. 

Our utilities should absorb and market 
power from new government dams, by build- 
ing or leasing generation and transmission 


facilities, or purchasing power output. Should 
Congréss halt the growth of any Federal 
power undertaking, or divest the govern- 
ment of this responsibility in any area, the 
industry should stand ready to assume the 
electric power obligation. We should advo- 
cate extension of the authority of regulatory 
bodies to public power, so as to place govern- 
ment enterprises as nearly as possible under 
the same rules as tax-paying utilities. 

We cannot hope that the public will under- 
stand our position unless we tell it to them. 
... There is a lack of understanding, as an 
industry, of our accomplishments in the post- 
war period, and of our plans for the future. 
We find ourselves in common with other 
businesses, but in the forefront, subjected to 
a drive for the socialization of industry. 
There is too little understanding of the op- 
eration of the capitalistic system, particu- 
larly the benefits derived therefrom by the 
individual. There is a real need for a public 
information program at the national and 
local levels, and [ urge its adoption. Such a 
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program is badly needed. It has been too 
long delayed. 

d service; abundant power : low rates; 
improved public relations ; codperation with 
regulatory bodies; security for employees 
and investors ; improved efficiency ; engineer- 
ing adv ances—all these we expect to give in 
full measure. But we must do more than 
that. We must work with others to sell and 
resell our capitalistic system and prevent the 
spread of Socialism. We must stand fast to 
our principles and beliefs as free people. 


Discussing the capacity situation, Mr. 
Oakes said that “The United States has 
an adequate power supply at present, al- 
though reserve margins are narrow. 
There is a remarkably high degree of 
system coordination to get the most out 
of all generating facilities. The power 
situation is not critical now, and it will 
improve rapidly as new equipment on 
order is delivered. 


a re turbine factories are loaded 
to capacity for three years ahead, 
the construction of additional Federal 
power plants cannot augment the supply 
of power because then it will be a case 
of government or private investment, 
rather than government and private in- 
vestment,”” Mr. Oakes emphasized. 
Although additions of new generating 
capacity in 1948 will be much larger than 
in any previous year, Mr, Oakes said: 


. the growth of power demand in 1948 
is expected to nearly absorb the new capacity 
added. . . . Power supply this year will be 
tight, but adequate. It will be three more 
years before normal reserves can be restored. 

There will be adequate power to carry out 
the present rearmament program, although 
the high civilian consumption of aluminum 
plus increased military demand may possibly 
require some adjustments i in that regard, In 
case of war, the nation would again be con- 
fronted with a conversion from civilian to 
wartime production. We would again have 
round-the-clock operation of factories, which 
consumes a much greater volume of elec- 
tricity without materially increasing the de- 
mand. .. . governmental authorities view the 
outlook for electric power generally as more 
favorable than the outlook for other basic 
elements of wartime supply. 


“We are continuing to add new cus- 
tomers at a record pace,” Mr. Oakes con- 
tinued. The 1947 total of new customers 
set a new all-time record, breaking the 
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previous high of 1946, and the customers 
added in the first quarter of 1948 ran 
well ahead of those added in the same 
period of 1947, he explained. 

A total of 93 per cent of occupied 
dwellings are now served, and service is 
available to 97 per cent, Mr, Oakes said. 
“Construction programs under way will 
carry this latter figure close to 100 per 
cent in another three to four years. 

“In the farm and rural classes of serv- 
ice the rapid expansion increases. The 
farm customer is expected to double his 
present annual use of electricity in a very 
few years. Residential consumption, 
averaging now about 1,500 kilowatt 
hours per customer per year, is also ex- 
pected to continue rapid growth, 

“In industry, the prospects are for 
much greater electrification and con- 
tinued expansion of electricity consump- 
tion, New processes requiring electric 
power are continually being developed.” 


HE industry’s expansion program 

will involve the expenditure of $6 
billion over the next few years, Mr. 
Oakes said, “an undertaking of such 
magnitude that we must turn to the in- 
vesting public to supply most of it, Cash 
generation within the companies will 
probably exceed $2.1 billions within the 
next four years, leaving $3.9 billions to 
be raised by the sale of securities.” 

The industry will face severe com- 
petition for “the limited supply of capi- 
tal to be available,” he warned. Assert- 
ing that senior securities will find a 
“ready market,” Mr, Oakes said that 
“equity securities must be especially at- 
tractive.” 

“T believe our future prospects are 
good. Electricity is a great bargain, and 
gets to be a better one relatively every 
day. ... There is no danger that we will 
price ourselves out of our market, as 
some industries are doing. I am sure that 
the cost of electricity to the consumer in 
relation to his other expenses is going 
to continue to be lower and lower,” he 
declared. 

Stressing the local character of the 
electric utility company, with its plant 
investment, employees, customers, and 
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many of its owners all located within a 
given area, Mr. Oakes urged his audi- 
ence to “encourage widespread owner- 
ship in our local areas of our equities. To 
do so we must pursue a reasonably con- 
servative policy to assure continuity of 
dividends at an established rate. This will 
attract the permanent investor. We may 
well consider sale of equities to customers 
on an instalment basis, thereby further 
increasing local ownership. 

“When the divestment program of the 
Holding Company Act is completed a 
few short years hence, over six-sevenths 
of all outstanding electric utility operat- 
ing company common stocks will be in 
the hands of the investing public, and the 
remainder will be holding companies set 
up on a local area basis,” Mr. Oakes said. 


A "ca flow of equity capital into 
industry is the “most important 


insurance of a high level of productiv- 
ity,” which is needed to “insure the con- 
tinued working of our economic system,” 
Mr. Oakes declared. “Double taxation 
of dividends should be ended, This tax 
discrimination works against equity fi- 
nancing. . . . The elimination of double 
taxation would encourage investment in 
our equity, and would enlarge the base 
from which equity money could be 
drawn. 

“The tax structure of the country has 
dried up the major sources of capital. It 
has ended the savings of people who or- 
dinarily invest in business. Insurance is 
the only form of savings most people 
have today, On the present basis taxes 
may destroy our way of life more com- 
pletely than would a revolutionary move- 
ment. We must earnestly hope that 
this situation will be corrected in the near 
future,” Mr. Oakes declared. 





Notes on Recent Publications 


History of Independent Telephone Companies. 
The casual telephone user seldom realizes 
that there are 12,000 independent telephone 
exchanges owned by about 6,500 separate in- 
dependent telephone companies now operat- 
ing in the United States. The Pennsylvania 
Telephone Corporation, with headquarters 
in Erie, has published a fascinating and in- 
formative 108-page book entitled “The Flight 
of Speech,” which traces telephone history 
from its beginning in this country. This book 
is written from the viewpoint of the inde- 
pendent telephone company in general. How- 
ever, in order to portray the’ problems and 
the progress of the independent group, the 
writers of this book took as a specific ex- 
ample the history of the Pennsylvania Tele- 
phone Corporation. The story is woven 
through the five major periods of telephone 
history in this country. First came the period 
of initial competition between the Bell in- 
terests and the Western Union Company, 
before the Bell patents were finally authenti- 
cated. This lasted from 1876 to 1879. Second 
was the period of monopoly under the Bell 
patents, extending from 1879 to 1893. Third, 
a period of twenty years of competitive 
struggle existed between the Bell interests 
and independent companies. This period 
came to an end in 1913 when, under threat 
of antitrust action by the Federal govern- 
ment, the Bell system made the famous 
“Kingsbury Commitment.” Under this agree- 
ment, the Bell system agreed not to buy any 


competing company except with the consent 
of the Federal authorities. It also agreed to 
make its toll service available under certain 
conditions to independent competitors. 
Fourth, there was a period of more or less 
strict antitrust law enforcement followed 
until 1922. At that time, a less stringent pol- 
icy of independent acquisition was adopted 
by the Bell interests. Fiith, since the middle 
Twenties, relations between the two groups 
have become increasingly cordial and co- 
operative. The title page of the book reads: 

“The Flight of Speech,” A Story of Free 
Enterprise, 1897-1947, issued on the occasion 
of the fiftieth anniversary of Pennsylvania 
Telephone Corporation, Erie, Pennsylvania. 


Publicly Owned Electric Utilities. The Fed- 
eral Power Commission has published a 218- 
page book entitled “Statistics of Publicly 
Owned Electric Utilities.’ The report con- 
tains financial and operating information on 
811 publicly owned units. The data were 
taken from the 1946 annual reports of the 
utilities filed with FPC. Complete coverage 
is not available because many of the smaller 
companies do not file reports with the com- 
mission. Because of noncomparability of the 
accounting systems of the utilities, no at- 
tempt is made to summarize the data. Sta- 
tistics are listed by towns, cities, and proj- 
ects. Federal Power Commission, Washing- 
ton 25, D. C. Price $1. 
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The March of 
Events 


In General 


EEI Holds Sixteenth Meeting 


N attendance of more than 2,500 fea- 
tured the sixteenth annual meeting 
of the Edison Electric Institute at Atlan- 
tic City, June Ist to 3rd. Observers noted 
with interest the forthright nature of the 
speeches and discussions which centered 
about the responsibility of the electric 
utility industry to meet the nation’s pow- 
er service needs and to secure conditions 
permitting it to do so. Charles E. Oakes, 
retiring president, sounded the keynote 
in an aggressive 10-point speech on the 
opening day. His remarks have been 
digested in this issue. (See page 874.) 
In an election of officers for the insti- 
tute, Ernest R. Acker, Central Hudson 
Gas & Electric Corporation of Pough- 
keepsie, New York, was named president 
to succeed Mr. Oakes, while Elmer L. 
Lindseth, president of the Cleveland 
Electric Illuminating Company, was 
elected vice president. H. S. Bennion, 
vice president and managing director, 
and other full-time officials of the EEI 
were reélected to office. 

Among other EEI convention speak- 
ers, whose remarks will be further 
digested in a forthcoming issue of this 
publication, were the following: H. Les- 
ter Hooker of the Virginia Corporation 
Commission; Chester H. Lang, vice 
president of General Electric; Alan H. 
Temple, vice president of National City 
Bank of New York; and Edward Hop- 
kinson, Jr., partner, Drexel & Co. 

The effect of economic trends on 
future demands and capital requirements 
and the dampening influence of the 
double tax burden on business corpora- 
tions were stressed by Dr. Lionel D. Edie 
of New York; Gwilym A. Price, presi- 
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dent, Westinghouse Electric; and Lee 
P. Stack, vice president of John Han- 
cock Mutual Life Insurance. At the 
local level, A. C. Spurr of Mononga- 
hela Power Company urged utility 
participation of community develop- 
ment ; Dr. H. H. Bennett, of the Depart- 
ment of Agriculture, recommended the 
utility’s interest in soil conservation; A. 
T. O’Neill, president, Buffalo Niagara 
Electric, warned of the upward trend in 
the industry’s accident frequency ; Har- 
old S. Sutton, treasurer, Consolidated 
Edison, analyzed the individual charac- 
teristics of typical utility stockholders to- 


y. 

Load building, through sound engi- 
neering, promotional, and rate practices, 
was analyzed expertly by J. B. Thomas 
of Texas Electric Service Company; 
George E, Whitwell, Philadelphia Elec- 
tric Company; and E, N. Strait, chair- 
man, EEI Rate Research Committee. 


Mobilization of Communications 


HE possibility of atomic bomb at- 

tacks on this country is given con- 
sideration in the National Security Re- 
sources Board’s recent study on war mo- 
bilization of communications. The study 
was conducted by L. H. Peebles, the 
board’s consultant on communications, 
and was made public by the chairman of 
the board, Arthur M. Hill. 

The atom bomb aspects of the study 
refer primarily to the production of 
equipment. It is recommended that re- 
quired production be spread throughout 
industry so that in the event of enemy 
action the entire production of any end 
product or component will not be 
stopped. Also it was suggested that any 


878 





THE MARCH OF EVENTS 


necessary expansion of production ca- 
pacity should take into consideration 
relative protection from atomic and other 
bombing by “proper dispersal.” 

The essential features of Mr. Peebles’ 
study were contained in an 18-point sum- 
mary of problems of mobilization. They 
covered both the operating and manu- 
facturing phases of the communications 
industry. 


FPC Authorizes Pipe Line 


HE Federal Power Commission on 

May 29th conditionally authorized 
the Trans-Continental Gas Pipe Line 
Company of Longview, Texas, to con- 
struct and operate a natural gas pipe- 
line project extending from the Gulf 
coast area of Texas and Louisiana to the 
east bank of the Hudson river at 132nd 
street in New York city. 

The proposed project, which is in- 
tended to supply natural gas to the New 
York metropolitan area and other parts 
of the Middle Atlantic section, is planned 
to consist of approximately 1,840 miles 
of pipe, 15 compressor stations, and other 
appurtenant facilities. According to the 
company’s estimates, it may cost between 


$151,000,000 and $180,000,000 and will 


be ready for operation in the fall of 1950. 
It will have a summer sales capacity of 
325,000,000 cubic feet per day and a win- 
ter season sales capacity of 340,000,000 
cubic feet per day. 

In its opinion authorizing the project, 
the commission pointed out that the pipe 
line, when completed, will bring exten- 
sive benefits to as many as 4,000,000 util- 
ity customers in the Middle Atlantic area. 
Most of the gas to be sold by Trans- 
Continental will be used by utility dis- 
tributing companies of the area as a sub- 
stitute for fuel oil and other fuels now 
used in the production of manufactured 
gas. As a result, it is estimated that nat- 
ural gas supplied to the distributing 
companies will displace a minimum of 
629,000,000 gallons of fuel oil, which is 
currently in short supply. 

Taking note of objections raised by 
the National Coal Association, the 
United Mine Workers of America, and 
other associated interveners in the case, 
the commission pointed out that the nat- 
ural gas to be supplied by the proposed 
project would displace relatively small 
amounts of coal and that the economic 
impact on these interveners should not 
be serious. 


Connecticut 


Hearings May Be Delayed 


Hens on petitions by Connecti- 
cut’s two largest bus companies for 
fare increases may not be held for a 
“considerable” length of time. This was 
indicated recently by the state public 
utilities commission after receiving a re- 
quest from the Connecticut Railway & 
Lighting Company for permission to in- 
crease its basic rates. The CR&L peti- 
tion followed by just a week a similar 


request by the Connecticut Company. 

Commission Secretary R. C. Schneider 
indicated that the commission’s docket 
was filled and that no date had been set 
for either hearing. 

The CR&L petition, which said that 
the company has not had a fare increase 
in more than twenty years, was signed 
by Vice President Paul A. Rust. 

The company asked for an increase 
of the basic token rate of three for 25 
cents to a flat cash rate of 10 cents. 


Illinois 


New Franchise Voted 


§ B- city council, voting 39 to 10, re- 
cently approved a franchise for the 
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Commonwealth Edison Company ex- 
tending until December 31, 1990. 

The action came after sixteen hours of 
debate, during which 10 amendments, 
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submitted by a group of council dis- 
senters, were voted down by margins of 
more than 3 to 1. 

Acceptance by the company of-the 43- 
year franchise was regarded by council 
leaders as assured. Company negotiators 
had approved the franchise ordinance in 
virtually the same form as finally en- 
acted. 

The company must file notice of ac- 
ceptance within thirty days after Mayor 
Kennelly signs the ordinance, or, in 
event he fails to do so, within thirty days 
after the council meeting June 11th. 
Should the mayor veto it, a two-thirds 
vote of the council would be required to 
override. 

Principal provisions of the franchise, 
to replace a 50-year franchise which ex- 
pired in September, are: 

1. The city receives 4 per cent of the 
company’s gross for use of city property, 
instead of 3 per cent as before. 

2. Clauses are included aimed at as- 
suring adjustment of electric rates should 
the company’s net income exceed a “rea- 
sonable return.” By April Ist each year 
the company must file financial reports 
with the city, proving its rates are not 
excessive. 

3. The city reserves the right to ter- 
minate the ordinance after notice of one 
year, should the city decide upon mu- 
nicipal ownership. 

4. Starting January 1, 1955, either side 
can propose amendments, which then 
would be referred to a 3-man adjustment 
board. One member would be named by 
the city, a second by the company, and a 


third by the first two. The third member, 
to serve as chairman, would be named by 
the senior judge of the United States Cir- 
cuit Court of Appeals should the two 
sides be unable to agree. 

Alderman Merriam, a leader of the 
dissenting minority, said his group would 
ask the mayor to study the franchise 
carefully before signing it and hold hear- 
ings to give opponents a further chance 
to present objections. 


To Bury Gas Reserve Supply 


ce Public Service Company of 
Northern Illinois announced recent- 
ly that construction was well under way 
on a new underground gas storage proj- 
ect designed to provide 43 south and 
southwest suburbs with added protection 
against possible gas shortages in periods 
of peak demand. 

The new facilities will cost approxi- 
mately $1,000,000 and are described as 
a major step in the company’s program to 
switch from mixed gas to natural gas in 
the Chicago Heights-Blue Island-Harvey 
suburban area. 

The underground storage project, 
which will have a capacity of 20,000,000 
cubic feet of natural] gas, is being con- 
structed about one mile west of Matteson. 
The installation is scheduled for comple- 
tion late this year. 

Meanwhile, the company has com- 
pleted plans for readjusting appliances 
of the more than 40,000 gas users in the 
area to the burning of natural gas. This 
conversion job, expected to take six 
months, was started early this month. 


> 


lowa 


Second Opportunity for Public 
Ownership Offered 


HE city of Council Bluffs last month 

was offered a second opportunity 
to acquire Western lowa Power Com- 
pany for public ownership. Officially, 
the offer to sell for $3,550,000 was made 
by the board of directors of Western 
Iowa Power. It was ratified by the board 
of the Omaha Electric Committee, Inc. 
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Then it was approved by the Omaha 
Public Power District board. 

The option to Council Bluffs expires 
August Ist. It was made at the request 
of the city. 

The first option to buy died May Ist. 
No action was taken on it, 

The properties may go, as the mayor 
of Council Bluffs directs, to: (1) the 
city, a political subdivision, or a state 
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public corporation; (2) a private cor- 
poration if it is so organized and oper- 
ated that its owners receive no more than 
5$ per cent return on their investment. 
Further, a private corporation must 
“agree to own and operate the utility for 


the ultimate and exclusive benefit of the 
public.” 

Under the option, Western Iowa 
Power agrees to have the power contract 
with Omaha Public Power District ex- 
tended for ten years after the transfer. 


Kentucky 


Conditional Increase Approved 


HE Lexington board of city com- 

missioners recently announced ap- 
proval of a conditional city bus fare in- 
crease. The city told the Lexington Rail- 
way System it could raise its 5-cent fare 
to 8 cents or two rides for 15 cents. 

A. Z, Looney, general manager of the 
bus firm, termed the 8-cent tariff “whol- 
ly impractical.” He said the company 
would ask the city to reconsider its re- 
quest for 10-cent fares or three rides for 


25 cents. He also said the company did 
not believe a fare of two for 15 cents 
“will permit us to do the best possible job 
or to earn a fair return on our invest- 
ment.” 

The city set forth these conditions: A 
certified copy of the company’s operat- 
ing statement be furnished the commis- 
sioners yearly ; the board exercise its of- 
fer to inspect company records at any 
time and reserve the right to determine 
whether the new rate shall remain in ef- 
fect or be changed. 


Louisiana 


Gas Tax Bills Pass House 


wo tax bills affecting the gas indus- 

try were introduced last month in 
the state legislature by the administra- 
tion of Governor Earl K. Long, and sub- 
sequently passed by the house. 

One of the measures reénacts the pres- 
ent gas gathering tax, and increases the 
rate from one-half cent per thousand 
cubic feet to two cents per thousand feet. 


The half-cent tax last year yielded $2,- 
000,000 in revenue, with higher rate ex- 
pected to boost the total to $8,000,000. 

The other bill drastically increases 
severance tax rates. The rate per barrel 
on oil is almost tripled. The severance 
tax on gas is doubled, as is the rate on 
forest products and most other natural 
resources, The measure is expected to 
yield an estimated total additional reve- 
nue of $33,000,000 a year, 


Michigan 


Rate Testimony Ends 


Gi re of company wit- 

nesses on the application of Detroit 
Edison Company for permission to re- 
duce its prompt payment discount will 
begin in about two months, state public 
service commission officials said recent- 
ly after the company ended direct testi- 
mony. 
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The commission staff asked for that 
time to examine exhibits and study com- 
pany operations, James H. Lee, Detroit 
assistant corporation counsel, said he too 
wanted time to study the exhibits before 
cross-examination begins. 

Ending direct testimony, James W. 
Parker, president and general manager, 
emphasized that a utility has no choice 
but to supply all reasonable demands, 
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and is forced to expand to meet the needs. 

He said the company has maintained 
good labor relations, and that past wage 
differences with the two unions repre- 


senting its employees have been settled 
amicably. The unions have asked for 
wage increases of 25 cents to 30 cents an 
hour, he said, 


* 


Nevada 


City Studies Power Situation 
ee a dead issue since the 
brown-out was called off late in 
April, Reno’s power picture came to life 
again last month. Interest in the matter 
was stirred once more when Mayor Fran- 
cis R. Smith disclosed that the city’s study 


of the power situation was nearing an 
end. As a result of that study, the mayor 
added, his administration will seek from 
the 1949 state legislature clarification of 
the welter of confusing statutes through 
which the Sierra Pacific Power Company 
derives its authority to distribute power 
in Reno. 


* 
New Hampshire 


Convention Rejects Proposal 


EW Hampsuire’s State Constitu- 
tional Convention on May 26th re- 

jected a proposal which would have pro- 
vided that after January 1, 1949, no in- 
dividual, company, or corporation al- 
ready possessing one or more undevel- 
oped or unused water-power sites shall 
buy any additional sites except for im- 
mediate development, and failure to de- 
velop such site within ten years from 
purchase or option to purchase shall 
cause title to the property to be forfeited 
to the community in which it is located. 
The proposal had been reported as in- 


expedient by the convention’s judicial 
department committee. A minority re- 
port, signed only by John Crawford of 
Tilton, sought its adoption. 

Crawford claimed during debate pre- 
ceding the vote that there are a total of 
27 power sites on the Winnepesaukee, 
Newfound, Smith, -Pemigewasset, and 
Blackwater rivers, of which 16 are not 
used and are not intended to be used. 
As a result of this failure to make use 
of power sites, he said, Franklin had lost 
$1,000,000 in taxes in the last twenty 
years, 

Sponsor of the proposal was Mayor 
Eugene S. Daniel, Jr., of Franklin. 


> 
New Jersey 


Company Dissolution Set 


| D geonay of Public Service Corpo- 
ration recently set July Ist as the 
effective date of the final amended plan 
for dissolution of the corporation under 
the Public Utility Holding Company Act 
of 1935. 

The final plan, dated December 29, 
1947, was approved by the Securities 
and Exchange Commission and the 
United States District Court. 
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The books for transfer of 6 per cent 

perpetual interest-bearing certificates 
and preferred and common stocks were 
to be permanently closed June 10th. 
‘ The new securities will be issued on 
or after July 1st, on surrender of the out- 
standing securities of the corporation. 
Instructions to holders of outstanding 
securities and forms of letters of trans- 
mittal will be mailed to all such security 
holders about June 29th. 
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South Carolina 


Court Review Sought 


HE South Carolina Public Service 

Authority recently asked the circuit 
court to review the sale of the South 
Carolina Power Company to the South 
Carolina Electric & Gas Company. 

R. M. Jeffries, general manager of the 
state-operated authority which adminis- 
ters the big Santee-Cooper hydroelectric, 
announced the appeal. 

The authority asked the court to re- 
view the Securities and Exchange Com- 
mission’s approval of the sale, and peti- 
tioned the Federal Power Commission to 
reconsider its approval of the transac- 


tion. If the FPC refuses, a second ap- 
peal will be made to the circuit court. 

The appeal against the SEC ruling was 
made on the contentions that the SEC 
and FPC “passed the buck” to each other 
on the question of public interest in- 
volved in the sale of the private utility 
to a holding company instead of to a 
public utility ; that matters affecting mer- 
gers of public and private power prop- 
erty are now before the people as never 
before and that the courts should deter- 
mine the laws governing such mergers; 
and the court should say whether it is to 
the public interest to prevent a rate re- 
duction. 


Virginia 
Tuck Declines Labor Dispute 
Arbitration 


(Cs Tuck declined recently to 


ask arbitration in a dispute between 
a labor union and the management of the 
Roanoke and the Petersburg-Hopewell 
Gas companies. 

The governor wrote Charles J. Ver- 
lander, international representative of 
the International Brotherhood of Fire- 
men and Oilers (AFL), that both sides 
had failed to meet requirements of the 
state’s public utility labor relations law 
under which the chief executive could 
call for arbitration. 

In his letter, the governor said it ap- 
peared “that the questions at issue in the 
present controversy might more appro- 
priately be submitted to judicial deter- 
mination or be approached through re- 
sort to the procedure prescribed in the 
agreements between the union and the 
companies relating to differences which 
arise between the employer and the em- 
ployees.” 

The governor also noted that the union- 
management controversy related to inter- 
pretations of contracts already nego- 
tiated. 

The issue involved was a reduction in 
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the work week, which Mr. Verlander said 
cut the take-home pay of employees at 
both plants. 


Power Firm to Dissolve 


HE 40-year-old Holston River 

Power Company, of Lynchburg, 
will be dissolved with the sale of its stock 
to the Appalachian Electric Power Com- 
pany, of Roanoke, it was disclosed re- 
cently, following approval of the state 
corporation commission of the deal. 

All ‘of the capital stock of the firm, 
which was originally organized as the 
Damascus Light & Power Company 
April 21, 1908, is now held by the Ameri- 
can Gas & Electric Company, a New 
York corporation. 

According to the petition filed with 
the state commission, the Holston firm 
serves Washington county. In outlining 
reasons for the stock transfer, the firm 
pointed out that in some instances Ap- 
palachian service lines are operated in 
the same territory, as well as surrounding 
areas. 

The Appalachian firm will take over 
all of the facilities of the Holston River 
Power Company, according to the peti- 
tion filed with the commission, 
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No Refund for Telephone Interruptions 
During Strike 


HE appellate division of the New 

York Supreme Court, without 
issuing an opinion, upheld an order of a 
lower court dismissing a complaint by 
telephone subscribers who sought a re- 
fund because of service interruptions 
during a strike of telephone employees. 
The subscribers based their claim on the 
fact that they were prevented from us- 
ing their telephones for toll messages ex- 
cept of an emergency character, even 
though dial service was available. 

The telephone company had given ap- 
propriate recognition to the fact that 
manual subscribers had suffered inter- 
ruption of service, but the complaining 
subscribers purported to represent only 
dial residence and business subscribers. 

They urged that there existed a con- 
structive trust predicated upon payment 
of charges under duress. They claimed 
that a multiplicity of suits was threat- 
ened, that the company had been unjust- 
ly enriched, that accounting was compli- 
cated, and that they had no adequate 


remedy at law. They sought an account- 
ing and a declaratory judgment. 

The lower court, in dismissing the 
complaint, said that this was not a repre- 
sentative suit, and, even if it were, no 
cause of action was stated. The court 
continued : 


No fiduciary relationship is shown to 
exist between the subscribers and the de- 
fendant, and no basis is shown for rendi- 
tion of a declaratory judgment. Also, there 
is a full, adequate, and complete remedy at 
law available to each subscriber to sue to 
get back any excess charge paid. That there 
may be a multiplicity of actions is no ground 
for equitable cognizance, unless a maintain- 
able cause of action in equity is shown, and 
none is shown by the complaint. Also there 
exists no community of interest. There is no 
general contract. Whatever rights plaintiffs 
and other similarly situated have as against 
the defendant flow to each of them from 
their separate and independent agreements 
with the defendant and each has a separate 
and independent cause of action at law. 


Kennerley et al. v. New York Teleph. 
Co. 


e 


Inadequate Service Keeps Rates Down 


— Maine commission rejected in- 
creased gas rates proposed by the 
Bangor Gas Company but prescribed a 
rate increase which would yield some 
more revenue. Previously the company 
had incorporated a fuel clause in its rate 
schedule, but removal of this clause had 
been directed. It was done by filing a new 
schedule designed to care for increased 
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costs of operation, fuel, labor, and ma- 
terials, and net a reasonable return to the 
owners of the company. 

The commission outlined the principles 
of law followed by it in passing upon the 
reasonableness of rates. It declared that 
the return of a utility consists of a return 
on capital subscribed by the bondholders 
and dividends or profits to investors who 


834 





hav 
are 
futt 
fait 
alot 
alsc 


any 
kin 
ly « 
nisl 
effi 


con 


unf 
tha 
duc 
coa 
the 
cok 
the 
gas 
it s 
hat 
pat 
are 
reli 
did 
the 


ee ee es Oe ee ele 


PROGRESS OF REGULATION 


have taken the risk of the enterprise and 
are finally responsible for its present and 
future conduct. However, it held that the 
fairness of the return is to be tested not 
alone with reference to the investors, but 
also to consumers. 

Numerous cases holding that rates of 
any utility have a direct relation to the 
kind of service provided and that a legal- 
ly established rate presupposes the fur- 
nishing of reasonably adequate and 
efficient service were cited by the 
commission. 

It was shown that the plant compares 
unfavorably with modern equipment and 
that 100 per cent water gas could be pro- 
duced cheaper. The present plant is a 
coal-gas. plant, using both coal and oil as 
the original fuel to manufacture gas, 
coke, and tar. The commission compared 
the company’s rates with those of a water 
gas plant of similar fixed assets, although 
it said that it realized that it was per- 
haps not of fair probative value to com- 
pare the companies’ operations. There 
are many elements that lend to the un- 
reliability of comparisons. However, it 
did conclude that it was apparent that 
the petitioner’s management was less 


efficient than that of the other company. 
The commission was informed of no 
plan to help improve the service. It said: 

It seems to us to be indefensible for the 
company using inadequate, expensive, and 
obsolete equipment, permitting peak uses to 
occur with such little reserve for break- 
downs, to be permitted to earn the same rate 
of return as a company rendering up-to-date 
service in quality, quantity, and price. 

The decided cases follow a definite pattern. 
Increased rates will not be put into effect 
until the utility has made the necessary 
improvements. See Re Cass County Teleph. 
Co. (Mo 1941) 42 PUR NS 48; Re Hud- 
son Prairie Teleph. Co. (Wis 1939) 29 PUR 
NS 230; Shelley v. Thompsontown Water 
Works (Pa) PUR 1927A 494. 


It was concluded that the public can- 
not be expected to pay rates calculated 
to produce a fair return on unnecessary 
property, extravagant construction, an- 
tiquated equipment furnishing inade- 
quate service by ancient methods dis- 
carded by the intelligent progress of the 
art. 

Discounts for prompt payment were 
condemned as being in their nature pen- 
alties and discriminatory. Public Utili- 
ties Commission v. Bangor Gas Co. (FC 
No. 1276). 


7 


Sales Price Not a Guide to Rate Base 


TS Utah commission reduced the 
rates of a natural gas company, af- 
ter its investigation disclosed that gross 
revenue, less deductions for proper op- 
erating expenses, exceeded a fair return 
of 6 per cent by a considerable sum. 

In its determination of a fair rate base 
the commission emphatically rejected the 
suggestion of the utility that the transfer 
price be considered as a standard. 


It said: 


The very nature of rate regulation pre- 
cludes the adoption of the transfer price of 
a utility property as a proper measure of 
the rate base. This is so because the sales 
price of an operating utility necessarily in- 
cludes intangibles based upon capitalized ex- 
pected earning — This is the very thing 
the Supreme Court of the United States 
and of the state of Utah have naturally and 
properly ruled out as a measure of a reason- 
able rate base. 
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In reply to a company inquiry as to 
the proper treatment of incidental reve- 
nue, the commission ruled that revenues 
received from the sale of gasoline and oil 
recovered in the process of removing 
impurities from the gas, together with 
rent from company-owned houses and 
rentals from pole lines and compressors, 
are a proper credit to costs charged to 
ratepayers, 

The commission rejected a claim for 
a substantial annual allowance for fu- 
ture exploration on the ground that the 
potential of gas fields already discovered 
had not been accurately determined. The 
company’ s witnesses had expressed the 
opinion that one of these fields might 
possibly be as large as all the other re- 
serves of the company. With this in 
mind, the commission decided to delay 
making any allowance for discovery and 
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exploration until the adequacy of all 
available reserves could be ascertained. 


Public Service Commission v. Mountain 
Fuel Supply Co. (Case No. 2906). 


7 


Fair Return for a Bus Company 


HE Pennsylvania commission or- 

dered a bus company to reduce its 
rates so as to earn a return of 7 per cent 
on the fair value of property used in 
public service. The company submitted 
no factual evidence on a fair rate of re- 
turn and made no claim for a specific 
amount. In this connection the commis- 
sion said: 


This commission as well as the United 
States Supreme Court and the appellate 
courts of Pennsylvania have frequently 
found a fair return by fixing a percentage 
as fair rate of return applicable to utility 
property and thereby computed the amount 
of the fair return. 

Application of a stated percentage or rate 
of return to the fair value of utility prop- 
erty is an accepted formula for making an 
allowance for true interest plus an allow- 
ance to compensate for the degree of risk 
inherent in the business. Regarding the risk 
of respondent’s stockholders, it should be 
noted that during the period of October 12, 


1939, to July 1, 1943, respondent’s former 
stockholder (Commonwealth & Southern) 
received cash dividends of 40 per cent, 36 
per cent, 60 per cent, and 30 per cent on the 
original cash investment of $50,000 and then 
sold all of respondent’s stock for $279,000 to 
respondent’s present stockholders, for 
whom, in three and one-half years to De- 
cember 31, 1946, respondent has earned over 
$300,000. 

Giving consideration to this background of 
earning stability and to other factors pecul- 
iar to respondent's operation as a motorbus 
transportation utility we find a rate of return 
of 7 per cent, in this instance, to be fair and 
reasonable. 


The commission accepted the bus com- 
pany’s estimates of six and two-thirds 
years for the average life of the busses 
and annual depreciation on the busses at 
15 per cent per year. Pennsylvania Pub. 
Utility Commission v. Shenango Valley 
Transp. Co. (Complaint Docket No. 
14004). 


e 


Increased Costs Basis for Phone Rate Increase 


A TELEPHONE company was granted 
a rate increase by the Montana 
commission after an investigation dis- 
closed that the present-day cost of sup- 
plies, materials, and labor was beyond 
the company’s capacity to pay at its pres- 
ent revenue level. The commission felt 
that a utility rate should be sufficient to 
permit it to pay its operating expenses 
and still maintain a sound fiscal standard. 


Questions as to the propriety of license 
and supply contracts between the com- 
pany and nation-wide affiliates were dis- 
missed by the commission as being 
matters within the discretion of manage- 
ment with which the commission should 
not interfere in the absence of reason 
to question their purpose. Re Mountain 
States Teleph. & Teleg. Co. (Docket No. 
3571, Order No. 1961). 


7 


Service Required Even after Expiration 
Of Wholesale Contract 


YP Texas commission denied an ap- 
plication of the Public Service Cor- 
poration of Texas for authority to dis- 
continue service and abandon lines serv- 
ing the city of Miami and surrounding 
rural users. Service has been supplied at 
the city limits to the Miami Gas Company 
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under a contract entered into in May, 
1928, for a period of twenty years. 

The commission found that the facil- 
ities could still be used and that there was 
no alternative source of supply. The 
company chose to stand on the issue of 
the expiration of its contract. It con- 
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tended that it “had a contract with the 
people who are serving the consumers in 
the city of Miami to furnish gas for 
twenty years.” It explained its position 
in these words: “. . . those twenty years 
are expiring and although a public utility, 
we are not different from other parties; 
we are bound by the contract and only 
by the contract, and we have a right to 
discontinue the distribution of this gas at 
a date when we have no longer a con- 
tractual obligation or bond, subject only” 
to the power of the commission to re- 
quire a continuance for a reasonable time 
until other arrangements are possible. 
The commission said that, while it was 
not its prerogative to determine the con- 


tractual rights of the parties under the 
law, since the utility had set itself up to 
serve the public as a — utility, the 
commission felt duty bound to inquire 
into the relationship between the utility 
and the public it served to see that ade- 
quate service was guaranteed. 

The commission ordered that the ap- 
plication be denied until such time as it 
can reasonably be shown that a new 
source of supply of gas and pipe for 
securing the same can be made available 
to the city of Miami so that any doubt 
as to the city’s receiving adequate gas 
service will be removed. Re Public Serv- 
ice Corp. of Texas (Gas Utilities Docket 
No. 191). 


e 


Oil Company Selling Gas to Utility 
Is Not a Gas Company 


TS Federal Power Commission 
granted an application of the 
Superior Oil Company for a determina- 
tion that it is not a “natural gas com- 
pany” as defined in the Natural Gas Act 
and that its proposed operations will not 
be subject to the jurisdiction of the com- 
mission, 

This company owns, and operates oil 
and gas leaseholds and eight producing 
gas wells in Mississippi. It has con- 
tracted to sell gas to the Southern Nat- 
ural Gas Company. The latter gathers 
gas produced by the oil company at points 
of delivery in the field and the gas enters 


its pipe line at a working pressure de- 
pendent upon the load on its main line. 

There is no affiliation between the 
companies by ownership of corporate 
stock or otherwise. 

Commissioner Draper, in a dissenting 
opinion, stated his opinion that these 
would be sales in interstate commerce 
and would make the oil company a “nat- 
ural gas company” within the meaning 
of the act. He based his conclusion on the 
decision in Interstate Nat. Gas Co. v. 
Federal Power Commission (1947) 331 
US 682, 69 PUR NS 1. Re Superior Oil 
Co. (Docket No. G-1044). 


e 


No Further Charge against Consumers 
After Property Destruction 


OMPLAINT was made to the New 

York commission, in a water rate 
proceeding, that no provision was made 
for recoupment of an extraordinary loss 
occasioned by the destruction of a dam. 
This was said by company representa- 
tives to be contrary to approved account- 
ing practice. 

The commission pointed out that what 
was left of the dam, which was practi- 
tally nonexistent, was admittedly not 
used and useful property. Commissioner 


Burritt, speaking for the commission, 
continued : 


There may be some portions of it that 
would have value if the dam were to be re- 
constructed. If the dam is reconstructed, and 
such remaining property is used in recon- 
structing the dam so as to again make it 
used and useful property, it may be that 
some portion of the cost should be restored 
to plant in service; otherwise, no further 
charge should be made to consumers for 
the cost of property which is rendering 
them no service. To the extent that deprecia- 
tion has been accrued and charged to operat- 
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ing expenses the company has already re- 


Commission v. Natural Gas Pipeline 
couped the cost of the dam. pene <. 


(1942) 315 US 575, 42 PUR NS 129. 

Allowances for salaries to owners 
were reduced. It was said that the size 
of a utility and its ability to pay large 
salaries must be considered. On the other 
hand, rising costs and problems of ex- 
panding the plant should have some 
recognition. 

The company claimed a 7 per cent re- 
turn. An engineer on the commission’s 
staff suggested a return of 5 per cent, 
For a small water company such as that 
under consideration the commission be- 


Company representatives also com- 
plained because the commission would 
not consider present-day reproduction 
cost in computing the rate base, This, 
said Commissioner Burritt, has been 
dealt with in so many opinions of the 
commission that it does not seem neces- 
sary to repeat the discussion. 

Recent decisions of the United States 
Supreme Court, he said, wholly support 
the decision of the commission. He men- 
tioned Federal Power Commission v. 
Hope Nat. Gas Co. (1944) 320 US 591, _ lieved that 6 per cent was reasonable. Re 
51 PUR NS 193, and Federal Power Ripley Water Supply Co. (Case 13,555). 


e 


Bus Rate Preferences to School Children 


Boe Maryland commission, in ap- 
proving a proposed bus rate in- 
crease, discussed the feasibility of re- 
duced fares for school children. The 
record showed that the company was 
operating at a loss. The commission ob- 
served that on that showing perhaps it 
was difficult to justify a requirement that 
the company provide a fare differential 
in favor of school children. 

A company witness stated that it costs 
just as much to provide service for a 
child attending school as it does for an 
adult traveling to and from his place of 
employment. The commission said: 


It is, however, a common practice among 
carriers engaged in the transportation of 
persons in setting up their fare structures to 
provide for the transportation of school 
children at fares somewhat less than is avail- 
able for persons who are employed. The 
education of children is not only highly de- 
sirable but is, of course, mandatory up to 
a certain point and what happens to a child’s 
education beyond the primary grades often 
is determined by the economics of the situa- 
tion, and where there are several children 
in one family attending school, the trans- 


portation costs can and frequently do be- 
come burdensome upon their parents. How- 
ever, the commission will expect the com- 
pany to establish and make effective a 
schedule providing for the sale of tokens or 
tickets in multiples of five for 15 cents, for 
use by school children, including those at- 
tending high schools, each such token or 
ticket to be good for one ride in a Maryland 
zone. 


During the proceedings the commis- 
sion authority over fares was questioned 
because the company was engaged in in- 
terstate operations. This contention was 
overruled. The commission said that the 
company’s service is available to, and 
used by, persons traveling between noints 
within the state of Maryland. This, it 
decided, was unquestionably an_ intra- 
state service. Consequently, it had juris- 
diction over that operation. The fact that 
the determination of proper allocations 
of revenues and expenses, in some in- 
stances at least, would require examina 
tion of matters outside the state did not 
preclude this exercise of jurisdiction. Re 
Capital Transit Co. (Case No. 4885, 
Order No. 44870). 


7 


Difference between Rate Case and 
Revenue Case Questioned 
BS: New York commission author- 


ized an increase in charges for sleep- 
ing accommodations in Pullman cars. A 
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company proposal that the minimum 
standard lower berth rates should be 
$3.50 instead of varying rates for differ- 
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ent distances was disapproved. The com- 
mission thought that there should be a 
recognition of differences in distance, al- 
though the Interstate Commerce Com- 
mission had for interstate purposes ap- 
proved increases as proposed. 

Chairman Maltbie, in a separate con- 
curring opinion, said that the reasonable- 
ness Of rates in New York must be de- 
termined on the record made before the 
commission, and this was true even if 
it were established that the record before 
a Federal body which does not have juris- 
diction over intrastate rates justifies the 
determination of that body. He then went 
on to say: 


There has been much loose talk regarding 
railroad and common carrier cases before 
Federal authorities and even to some extent 
in this state that the cases for increased 
rates and charges are not “rate cases” but 
are “revenue cases.” This distinction is the 
invention apparently of someone who feared 
to have his case determined on the basis of 


statutes and court decisions determining 
what rates a public utility may charge. lf a 
proceeding to increase the charges paid by 
the public is not a rate case, the English 
language has not been designed for the pur- 
pose of conveying thought but to produce 
confusion. For generations, a rate case has 
been a proceeding in which the reasonable- 
ness of rates is to be determined and charges 
made by public utilities are rates. The law 
of this state clearly establishes what shall 
be done in such a case. 

What is really gained by calling such 
proceedings revenue cases? Is it the purpose 
of increasing rates merely to provide addi- 
tional revenues? Is it not the purpose from 
the utility point of view to increase income, 
to make increased funds available for fixed 
charges and dividends? If increased rates, 
although producing increased revenue, do 
not also yield increased income, would there 
be any justification for increasing the 
burdens upon the public while the company 
would have no larger income after paving 
operating expenses, taxes, and other fixed 
charges? Such increased rates would not be 
just and reasonable. 


Re The Pullman Co. (Case 13344). 


Commission Has Jurisdiction over 


Intercity Carrier Operation 


HE Indiana commission denied a 

motor carrier's application for a 
certificate where the proof not only 
failed to establish public need but, on the 
contrary, established that the award of 
the certificate would adversely affect the 
ability of existing carriers to render ade- 
quate public service. 

The carrier raised a novel question in 
challenging the commission’s jurisdic- 
tion. A section of the state Motor Vehicle 
Act denies jurisdiction where a carrier is 
engaged exclusively in serving points 
within the same city or its suburban area. 
The area in which the carrier desired to 
operate is one in which for about seven- 
teen miles there are contiguous munici- 
palities. His counsel interpreted the stat- 


ute to mean that the suburban territory of 
a municipality may extend to, and be 
within, the corporate limits of an adjoin- 
ing municipality for the purposes of the 
Motor Vehicle Act. 

The commission overruled this chal- 
lenge to its jurisdiction by pointing out 
that no authority in law or in common 
understanding exists for such an inter- 
pretation. The commission declared that 
even if such a construction of the words 
“suburban territory” be accepted, “the 
judicial pronouncements of the courts of 
this and other states would indicate that 
there could be no overlapping of the 
suburban territory of one municipality 
into the territorial jurisdiction of an- 
other.” Re Clabaugh (No. 3480-A, 1). 


e 


Subsidiaries Classed As Independent Shippers; 
Carrier Operation Curbed 


A CONTRACT carrier authorized to 
serve not more than five shippers 


was ordered to curtail operations after 
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an investigation disclosed that among the 
five shippers was a large food company 
with eight subsidiaries. 
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The Louisiana commission ruled that 
each subsidiary had to be considered as 
an individual shipper, since they were 
separately incorporated and conducted 
their shipping operations independently 
of the parent company. The fact that the 


subsidiaries might be subject to the 
parent company’s control, through stock 
ownership or otherwise, was not con- 
sidered decisive. Louisiana Pub. Service 
Commission v. Seither (No. 4796, Order 
No. 4788). 


7 


Other Important Rulings 


ew New York commission decided 
that a complete lifting of restrictions 
applying to new or additional gas service 
was not warranted when a shortage of 
gas still existed and the company did not 
have, and did not appear likely to have, 
such an adequate supply of gas as to en- 
able it to take on additional customers, 
except as necessary to prevent hazards 
to health or other similar unusual hard- 
ships. Re Republic Light, Heat & Power 
Co., Inc. (Case 12551). 


The Ohio commission assumed juris- 
diction over motor carrier operation 


originating and terminating within 
Ohio but crossing the state line along its 
route for the convenient interchange of 
traffic, on the ground that the shipments 
retained their intrastate character. Re 
Moore et al. (I&S Docket No. 196). 


An attempt by a contract carrier to 
enter an appearance in a hearing on 
an application by another for a certifi- 
cate to operate as a contract carrier was 
rejected by the Indiana commission, 
which ruled that a contract carrier has no 
standing as a protestant to such an ap- 
plication. Re Davis et al. (No. 2051-B, 1). 
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NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Republic Light, Heat & Power Company, 
Incorporated 


Milo R. Maltbie et al. 


273 App Div 194, 76 NYS2d 479 
January 7, 1948 


PPLICATION by gas company for review of accounting deter- 
minations contained in Commission order; Commission 
order affirmed. 


Accounting, § 4 — Commission power — System of accounts. 
1. The Commission may prescribe a uniform system of accounts and com- 
pel utilities to conform, providing that the system adopted does not require 
that capital items be charged to surplus irrespective of whether they repre- 
sent genuine or false values and does not require a utility to write off a loss 
it has not sustained, p. 67. 


Appeal and review, § 8 — Reviewability of orders — Ex parte order. 
2. An ex parte report of the Commission establishing an accounting system 
for public utility companies presents nothing for judicial review, since the 
appellate court is limited to review of determinations arrived at in a quasi 
judicial proceeding, p. 68. 


Appeal and review, § 8 — Prematurity of appeal — Accounting order. 
3. An objection to the shifting of items from one asset account to another 
on the ground that such shifting is confiscatory because the Commission 
will in the future require the company to charge off to surplus some of its 
actual cost that it has been directed to remove from Plant Account to Plant 
Acquisition Adjustments is wholly premature, and review cannot be had 
until the Commission actually takes such improper action, p. 68. 


Accounting, § 56 — Original cost account — Well drilling costs. 
4. The Commission properly refused to include well drilling costs of prede- 
cessor companies as part of original cost of gas plant where neither the 
predecessor companies nor the accounting company had capitalized these 
costs but had charged them to operating expenses, since costs which have 
been charged to expenses as a matter of deliberate and informed choice may 
not be classified as original cost, p. 69. 


Appeal and review, § 8 — Prematurity of appeal — Accounting matters. 
5. An objection that a Commission order requiring a gas company to place 
items representing money actually spent by predecessor companies in getting 
started and becoming going utility concerns in Gas Plant Acquisition Ad- 
[5] 65 73 PURNS 





NEW YORK SUPREME COURT 


justments Account, rather than in a subaccount of Account 101, Gas Plant 
in Service, is premature where nothing has been charged off and the com- 
pany’s capital rights as to this item have not been impaired, p. 70. 


Accounting, § 24.1 — Fees paid to affiliate. 
6. Evidence that money paid by a gas company for engineering and con- 
struction charges was paid to affiliates and the lack of competent evidence 
as to the services alleged to have been rendered justified the Commission in 
directing a segregation of these amounts in Account 105, Gas Plant Acquisi- 
tion Adjustments, pending further investigation, p. 70. 


Accounting, § 24.1 — Fees paid to affiliate — Burden of proof. 


7. A gas company seeking to enter engineering fees and construction costs 
paid to affiliates in its capital accounts has the burden of establishing the 
reasonable cost to the affiliates of whatever services they performed, p. 70. 


Accounting, § 56 — Capitalization of overheads — Previous charge to operating 


expenses. 


8. A gas company may not reaccount for and capitalize overheads that it 
elected through the years to charge to current operating expenses, p. 70. 


Accounting, § 24.1 — Gas survey costs of affiliated companies. 
9. A gas company was properly required to charge off to surplus a part 
of the cost of a gas survey which had been prorated among the companies 
of the holding company system of which it was a part, since this was not a 
proper capital expense to the company, p. 71. 


Accounting, § 56 — Adjustment of accounts — Transfer to surplus. 


10. Accruals made by a utility to a reserve for a specific purpose may not 
be transferred to surplus without Commission approval, p. 71. 


(Hit, PJ., dissents in part.) 


Before Hill, PJ., and Heffernan, 
Foster, Russell, and Deyo, JJ. 


APPEARANCES: Raichle, Tucker & 
Moore, and John Howell, all of Buf- 
falo (Frank G. Raichle and John 
Howell, both of Buffalo, of counsel), 
for appellant; Philip Halpern, of Al- 
bany (George H. Kenny, of Albany, 
of counsel), for respondents. 


Foster, J.: Petitioner is a public 
utility corporation, engaged in the 
business of selling natural and artificial 
gas to the public in an area of western 
New York. It has brought this pro- 
ceeding, under Art 78 of the Civil 
Practice Act, to review certain ac- 
counting determinations contained in 
an order of the Public Service Com- 


73 PUR NS 


mission. Under the authority con- 
ferred by § 66 of the Public Service 
Law the Commission adopted an or- 
der prescribing a uniform system of 
accounts, effective as of January |, 
1938, applicable to gas corporations. 
The determinations to be reviewed 
were made by the Commission in the 
application of this system of accounts 
to the affairs of petitioner. 

Petitioner is a subsidiary of the 
Cities Service System. It was or- 
ganized on July 31, 1918, for the pur- 
pose of consolidating properties of 
several gas companies whose capital 
stock had been acquired by the Cities 
Service System. The stock of those 
companies was first acquired in 1917 
by the Frost Gas Company, also a sub- 
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sidiary of the Cities Service and later 
to become the Northwestern Gas Com- 
pany. As of October 31, 1918 the 
properties and franchises of those com- 
panies were transferred to petitioner, 
and it was authorized to issue capital 
stock in payment therefor. At the same 
time the Frost Gas Company was au- 
thorized to acquire and hold the capital 
stock of petitioner. Those transac- 
tions resulted in the acquisition and 
consolidation of nine companies. 
Later petitioner purchased the gas 
plant properties of several other com- 
panies either by the issuance of stock 
or for cash. All transfers and the is- 
suance of stock in connection therewith 
were permitted and approved by the 
Commission in proceedings brought 
for that purpose. Proceedings relative 
to the consolidation of the first 
nine constituent companies were put 


through in the years 1917 and 
1918. 


The effect of those proceedings is 
amatter in dispute. Petitioner argues 
that actual costs of the properties to 
the predecessor companies were de- 
termined in those proceedings. That 
such costs, less some deductions, it was 
permitted to pay and enter upon its 
books as capital items; and further, 
won the basis of such costs it was per- 
mitted to issue its securities. It fol- 
bws, so petitioner avers, that the ac- 
tual costs paid to its predecessors 
came its original costs, and the Com- 
mission is without power to alter this 
lundamental situation and impair its 
pital accounts by some later defini- 
tion of original cost. The Commis- 
tion takes the position that the only 
issue involved in the 1917 and 1918 
proceedings was whether the stock ac- 
quisition and transfers of properties 


were in the public interest. That the 
journal entries directed to be made by 
the constituent companies were not 
based upon any finding as to the cost 
of the properties to them, but simply 
to fix the purchase price to be paid by 
petitioner. This explanation seems 
somewhat inconclusive. We should 
think that a determination of whether 
the transfers were in the public inter- 
est would have required the Commis- 
sion to ascertain the cost to the con- 
stituent companies before it could 
determine whether petitioner was to 
pay a fair price. However that may 
be, and however important an explora- 
tion of those matters may become in 
the future, any further consideration 
of them at present is premature, as 
we shall indicate hereafter. 

[1] The proceeding under review is 
a general accounting proceeding, in- 
itiated by the Commission as we have 
said for the purpose of bringing peti- 
tioner’s accounts into conformity with 
the uniform system of accounts adopt- 
ed in 1938. There can be no question 
of the Commission’s power to pre- 
scribe a uniform system of accounts 
and to compel utilities to conform pro- 
viding that the system adopted does 
not require that capital items be 
charged to surplus irrespective of 
whether they represent genuine or 
false values, and does not require a 
utility to write off a loss it has not 
sustained. New York Edison Co. v. 
Maltbie (1935) 244 App Div 685, 9 
PUR NS 155, 281 NYS 223; affirmed 
(1936) 271 NY 103, 15 PUR NS 
143, 2 NE2d 277; People ex rel. Iro- 
quois Gas Corp. v. Public Service 
Commission (1934) 264 NY 17, 2 
PUR NS 448, 189 NE 764. The is- 
sues under review must be determined 
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in accordance with these basic concepts 
of the Commission’s power. 

For the purposes of this opinion 
the disputed items of account may be 
classified as follows: 

(a) items shifted from one asset ac- 
count to another, chiefly from an ac- 
count known as Account 101—Gas 
Plant in Service—to an account 
known as Account 105—Gas Plant 
Acquisition Adjustments, totaling the 
sum of $1,243,547.96. 

(b) items amounting to $243,123.- 
94, which the Commission has refused 
to permit petitioner to add to its capital 
accounts on the ground that the 
amounts involved were previously 
charged to operating expenses. 

(c) the sum of $3,869, percentage 
overheads which the Commission has 
refused to permit petitioner to add to 
its capital accounts. 

(d) the sum of $4,872.10 represent- 
ing a share of cost incurred by H. L. 
Doherty & Co. for a natural gas sur- 
vey of the United States and charged 
by petitioner to its capital accounts, 
which the Commission has directed 
petitioner to charge to surplus. 

(e) the reversal of an entry by which 
petitioner transferred to surplus from 
its depreciation reserve account the 
sum of $400,000 without the consent 
of the Commission. 

[2,3] Under the 1938 system of ac- 
counts Account 101 is designed to 
include only items reflecting the origi- 
nal cost of property used and useful in 
the public service, and original cost 
is defined in the same system as the 
cost of property to the person first 
devoting it to the public service. Ac- 
count 105, quite differently, is intend- 
ed to include the difference, if any, 
between such original cost and the 
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actual cost to the accounting utility, 
It will be noted that all of the items 
classified as (a) in this opinion have 
been directed to be placed in this 
account. 

Petitioner attacks the validity of this 
cost splitting accounting requirement, 
alleging that it amounts to confisca- 
tion. Inherent in its argument is the 
theory that the Commission will in the 
future require it to charge off to sur- 
plus some of its actual costs that it 
has been directed to place in Account 
105. It cites in part a report of the 


Commission made in 1939 in support 
of its theory that the Commission is 
committed to such a policy. Without 
attempting to determine whether the 
full text of the report justifies this con- 
clusion suffice it to say that an ex parte 
report of this character presents noth- 


ing for judicial review. We are limit- 
ed to a review of determinations 
arrived at in a quasi-judicial proceed- 
ing. 

We find nothing in the 1938 system 
of accounts in the nature of an in- 
flexible requirement that items placed 
in Account 105 be written off out of 
surplus irrespective of whether they 
represent genuine costs arrived at be- 
tween those who are not affiliates. If 
such a requirement existed petitioner 
would have an impregnable argument, 
for under the cases cited a utility can- 
not be compelled to write off a loss it 
has not sustained. But the record 
does not indicate that such a condition 
exists. Both accounts, 101 and 105, 
are asset accounts. It is true that 
Account 105 is somewhat in the nature 
of a suspense account in that som 
items placed therein may be subject to 
future investigation, but this charac 
teristic alone does not condemn it. 
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We cannot assume for the purposes of 
this review that the Commission will 
in the future improperly require peti- 
tioner to charge off to surplus items 
of actual cost that may be placed in 
this account. If such action should 
be taken in the future petitioner will 
then have the right to review the de- 
termination of the Commission. For 
the present at least petitioner’s com- 
plaint that the cost splitting accounting 
requirement is confiscatory is wholly 
premature. The desideratum for such 
a requirement is not before us. Doubt- 
less it might be plausibly argued that 
if actual costs incurred in a bona fide 
transaction may not be required to be 
charged off then the distinction be- 
tween original cost and the actual cost 
to the accounting utility is of small 
moment. But such considerations 
were for the Commission in formulat- 
ing a system of accounts for regula- 
tory purposes and not for us to pass 
upon. 

[4] On the basis that this require- 
ment is not per se illegal we reach the 
query of why the Commission refused 
to find the well drilling costs of the 
predecessor companies, included under 
(a) of our classification, as original 
costs. There is no dispute about the 
sums paid by those companies for 
drilling wells, those which were pro- 
ductive and those which became dry 
holes. The Commission has recog- 
nized the fact that the properties pur- 
chased by petitioner included these 
costs and has permitted it to retain 
the amounts as plant capital in Account 
105, but has determined that such costs 
did not properly belong in Account 
101. The reason for that determina- 
tion lies in the fact that the predeces- 
sor companies never capitalized the 


bulk of these costs in the first instance 
and charged them to operating ex- 
penses. Petitioner failed to show the 
capitalization of any part of this 
amount, although afforded the op- 
portunity to do so, and hence the Com- 
mission was justified in finding that 
the whole amount was charged to 
operating expenses. It was perfectly 
proper under the accounting practice 
then in vogue to charge such costs 
either to capital or to operating ex- 
penses but of course it couldn’t be done 
both ways. The Commission has held 
that these costs, having been charged 
to expenses as a matter of deliberate 
and informed choice, may not now be 
placed in Account 101 as original 
costs. There is substantial evidence in 
the record to sustain this determina- 
tion as a matter of good accounting, 
and legal authority as well. Colorado 
Interstate Gas Co. v. Federal Power 
Commission (1944) 54 PUR NS 1, 
142 F2d 943; affirmed (1945) 324 
US 581, 89 L ed 1206, 58 PUR NS 
65, 65 S Ct 829. The decision of this 
court in the case of Wellsville v. 
Maltbie (1939) 257 App Div 746, 32 
PUR NS 436, 15 NYS2d 580, held 
nothing to the contrary. There the 
court found on the record then before 
it an error in the method accounting 
adopted, not a deliberate and informed 
choice as to one of two permissible 
methods. 

In this discussion we have made no 
distinction as to the costs of producing 
wells and dry holes to the predecessor 
companies because both were charged 
to operating expenses. There is an 
additional reason for placing the cost 
of dry holes in Account 105. Under 
Account 101 only the cost of gas wells 
in service may be entered. This of 
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course applies also to the cost of dry 
holes drilled by petitioner itself. 

[5] Aside from the costs of drilling 
wells the Commission has directed the 
sum of $436,384.79 included in (a), 
relating to so-called “intangibles” to 
be entered in Account 105. These 
items were carried over from the books 
of the predecessor companies upon con- 
solidation. Precisely what they repre- 
sent is by no means clear. Petitioner 
says that they represent moneys ac- 
tually spent by the predecessor com- 
panies in getting started and becoming 
going utility concerns. It claims that 
these items should be entered under 
the 1938 system of accounts in Subac- 
count 303—Miscellaneous Intangible 
Plant—of Account 101, and that to 
place it in Account 105 will be tanta- 
mount to confiscation. As heretofore 
pointed out this conculsion is entirely 
premature. We do not find it necessary 
to trace the history of previous intan- 
gible gas capital accounts in former ac- 
counting systems to determine whether 
the present Sub-account 303 is their 
lineal descendant. So far as we can dis- 
cover there is no proof in the record 
that any of these so-called intangibles 
represent the cost of any property first 
devoted to the public service so as to 
come within Account 101. The most 
that can be said is that they represent 
a part of the actual or book cost to 
petitioner in contrast to original cost 
as defined in the 1938 system. AIl- 
though not shown to constitute origi- 
nal cost, since they are a part of the 
purchase price paid by petitioner the 
Commission has directed their inclu- 
sion in Account 105, which, to repeat, 
is an asset account. Nothing has been 
charged off and petitioner’s capital 
73 PURNS 


rights as to this item have not there- 
fore been impaired. 

[6, 7] As a part also of class (a) 
there is the sum of $110,845.30 for 
engineering fees and construction 
charges paid by petitioner to compa- 
nies said to be affiliates, and entered 
in its capital accounts. The Commis- 
sion has directed that this amount be 
entered in Account 105, but beyond 
this the Commission has made no or- 
der. The item remains for future in- 
vestigation. The amount involved 
was paid to Henry L. Doherty & Com- 
pany and the Lakeside Construction 
Company, $76,094.89 to the former 
and $34,750.41 to the latter. There 


was evidence of a close affiliation be- 
tween these parties and petitioner, or 
the ultimate owner of petitioner’s 
stock. This evidence coupled with the 


lack of competent evidence as to the 
services alleged to have been rendered 
was ample justification for the Com- 
mission to direct a segregation of these 
amounts in Account 105, subject to 
further investigation. If the creditor 
companies are found to be affiliates the 
burden of establishing the reasonable 
cost to them of whatever services they 
may have performed would be upon 
petitioner. Pavilion Nat. Gas Co. v. 
Maltbie (1944) 268 App Div 610, 58 
PUR NS 207, 52 NYS2d 915; af- 
firmed (1946) 295 NY 728, 65 NE2d 
431; Long Beach Gas Co. v. Maltbie 
(1942) 264 App Div 496, 46 PUR 
NS 393, 36 NYS2d 194; affirmed 
(1943) 290 NY 572, 48 NE2d 167; 
Public Service Law, § 110, subd 3. 
[8] Item (b) of the classification 
used in this opinion embraces the sum 
of $243,123.94 which the Commis- 
sion has refused to permit petitioner 
to add to its capital accounts (we have 
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excluded overheads directed to be 
placed in Account 105). This sum 
embraces general and administrative 
expenses which petitioner had previ- 
ously charged to operating expenses in 
past years, from 1919 to 1938. The 
formula by which petitioner has com- 
puted these alleged overheads is rough- 
ly that it costs as much to administer 
and supervise a dollar’s worth of con- 
struction as it does to regulate and 
manage a dollar’s worth of operation. 
Whether this formula is entitled to 
conclusive weight we need not con- 
sider. Nor do we need to consider 


whether time studies and records are 
essential for the computation of over- 
heads if the latter are to be considered 
as fixed capital. The controlling point 
so far as this review is concerned is 
that petitioner may not reaccount and 
capitalize overheads that it elected 


through the years to charge to current 
operating expenses. There is substan- 
tial evidence in the record to the effect 
that such a procedure would constitute 
improper accounting for the reason 
that petitioner has charged rates dur- 
ing the years affected upon a basis 
which included these overheads as a 
part of operating expenses. It cannot 
have the benefits both ways. We have 
considered before the impropriety of 
reaccounting in respect to well drilling 
costs which had also been charged to 
operating expenses. We reiterate that 
the Wellsville Case, supra, is not an 
authority for such a practice where 
a deliberate and informed choice was 
made not to capitalize overheads and 
to charge them to operating expenses. 

Item (c) involved the sum of $3,- 
869.98 in alleged overheads which the 
Commission refused to permit peti- 
tioner to add to its capital accounts. 


One of the properties acquired by peti- 
tioner included certain uninventoried 
mains. Their estimated original cost 
was fixed at $27,597.42 and placed in 
petitioner’s plant account. Petitioner 
sought to capitalize an additional 
amount computed at the arbitrary per- 
centage of 14 per cent of such estimat- 
ed cost for overheads. There is no 
evidence in the record to show that 
the estimated cost did not include all 
items of costs. 

[9] Item (d) is self-explanatory. 
The Commission directed a charge off 
to surplus of $4,872.10, which sum 
was a part of the cost of a gas survey 
of the United States made by Henry L. 
Doherty Company in 1942 for the 
Cities Service System, the entire cost 
of which was prorated among the com- 
panies of the Cities System. Petition- 
er charged its share to its capital ac- 
counts as overhead. It was not a 
proper capital expense to petitioner, 
and the Commission had the authority 
to direct that it be charged to surplus. 

[10] Item (e) deals with the rever- 
sal of an entry on petitioner’s books 
transferring from its depreciation re- 
serve to surplus the sum of $400,000 
without the consent of the Commis- 
sion. The necessity for such consent 
is not an open question. Pavilion Nat. 
Gas Co. v. Maltbie, supra. It rests 
upon the proposition that after accruals 
have been made by a utility to a re- 
serve for a specific purpose they may 
not be transferred to surplus without 
the Commission’s approval. Here the 
Commission has merely directed a re- 
turn to the depreciation reserve of the 
amount improperly transferred. It 
has determined nothing else with rela- 
tion to the petitioner’s depreciation 
reserve. 
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The determination and order of the 
Commission should be confirmed with 
$50 costs. 

Determination and order of the 
Commission confirmed, with $50 costs. 


Heffernan, Russell, and Deyo, JJ., 
concur. 


Hill, PJ., dissents, in part. 


Hirt, PJ. (dissenting in part): 
The Commission’s Account 105 “Gas 
Plant Acquisition adjustments” is de- 
scribed by the Commission as an ac- 
count of book assets which are not 
real assets. A transfer from Accounts 
101-104 to Account 105 is the first 
half of the present method which the 
Commission adopts in charging off 
assets. The Commission has directed 
that seven items aggregating more 
than $1,200,000 be transferred to Ac- 
count 105 “unreal assets.”’ Such items 
now appear in the accounts devoted to 
“real assets.” These transfers are 
comparable, under the definitions fur- 
nished by the Commission, with 
elimination. The Commission may 
not require a utility to show a loss 
where none has occurred. 

The Commission directs that $243,- 


123.94 administration expenses be 
eliminated from capital assets. It 
permits a comparable charge for the 
years 1928 to 1933 of about $75,000 
to remain in Account 101. The aw- 
thorities in this state have determined 
that the expenses incident to convert- 
ing the “bare bones” of a utility into 
a going, profitable business may be 
capitalized. The Commission’s order 
in this regard should be annulled. 

In 1926 petitioner transferred $400,- 
000 from replacement reserve or de- 
preciation surplus to the general sur- 
plus account of the company, where it 
has remained for more than twenty 
years. In 1938 an investigation of 
the accounts of the petitioner was made 
by the Commission and this transfer 
is mentioned in the report. The au- 
thorities seem to give to the utility 
management the right to determine the 
amount to be set aside for depreciation. 
However, under the rules of the Com- 
mission, a transfer of this kind can 
only be made with the approval of the 
Commission, and although twenty 
years have passed and equity would 
suggest otherwise, the rules should be 
followed, and the directed re-transfer 
should be made. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Farmers Mutual Telephone Exchange 


Company 


No. 18963 
January 8, 1948 


PPLICATION by mutual telephone company for authority to 
A sell physical assets; dismissed. 


Mutual companies, § 2 — Commission jurisdiction. 
The Commission has no jurisdiction over the operations of a purely mutual 


telephone company. 


APPEARANCES: Amos W. Jackson, 
for Farmers Mutual Telephone Ex- 
change Co. Versailles, Charles R. 
Baker, for Anna Pruss, Brookville, 
and Kiplinger and Kiplinger, for Cross 
Plains Telephone Corp. Rushville, for 
petitioners; Robert E. Jones, Assist- 
ant Public Counsellor, for the pub- 
lic. 


By the Commission—J. B. Bailey, 
Examiner: On the 29th day of No- 
vember, 1946, the Farmers Mutual 
Telephone Exchange Company, Cross 
Plains, Indiana, Anna Pruss, and 
Cross Plains Telephone Corporation 
fled with the Commission their veri- 
fied joint petition for authority to sell 
and purchase respectively all of the 
physical assets of the Farmers Mutual 
Telephone Exchange Company, op- 
erating the telephone exchange in the 
unincorporated community of Cross 
Plains, Ripley county, Indiana, and 
adjoining territory and the individual 
interest of Anna Pruss, upon the vari- 
ous terms and conditions set forth in 
an agreement between said president 


and secretary of the Farmers Mutual 
Telephone Exchange Company, Anna 
Pruss, and Paul Hockett, President 
of Cross Plains Telephone Corpora- 
tion. 

Therefore, following an investiga- 
tion by the engineering department of 
this Commission, pursuant to notice 
by publication in The Times, Bates- 
ville, Indiana, and The Versailles Re- 
publican, Versailles, Indiana, both 
newspapers being of general circula- 
tion in Ripley county, Indiana, state 
of Indiana, and written notices other- 
wise given by the Commission, all as 
required by law, a public hearing was 
held in the rooms of the Commission, 
401 State House, Indianapolis, Indi- 
ana, 10 a. mM. Wednesday, October 1, 
1947. Such hearing was had on said 
date and upon request of Robert E. 
Jones, assistant public counsellor, said 
hearing was continued to November 
19, 1947, at 10 o’clock A. m. 

On the last above-mentioned date 
the hearing was continued and further 
testimony was presented by petitioner 
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Cross Plains Telephone Corporation. 
After the completion of said testimony 
Amos W. Jackson, attorney for Farm- 
ers Mutual Telephone Exchange Com- 
pany, orally requested the Commission 
to dismiss the petition as to the Farm- 
ers Mutual Telephone Exchange Com- 
pany for said company is purely a mu- 
tual company over which the Public 
Service Commission of Indiana has no 
jurisdiction. Robert E. Jones, assist- 
ant public counsellor, then orally re- 
quested the Commission to dismiss the 


petition as to all other parties for in- 
sufficient evidence. 

The Commission, being duly ad- 
vised in the premises, that said Farm- 
ers Mutual Telephone Exchange Com- 
pany is purely a mutual company over 
which the Public Service Commission 
of Indiana has no jurisdiction and that 
the evidence is insufficient, said Com- 
mission now sustains said motions of 
Amos W. Jackson and Robert E. Jones 
that the petition should be dismissed 
and it will be so ordered. 








WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Power & Light Company 


2-SB-303 
January 30, 1948 


PPLICATION for authority to issue first mortgage bonds and 
A preferred stock; granted subject to conditions. 


Security issues, § 13 — Bonds — Sinking-fund provision. 
1. A proposed sinking-fund provision in connection with the issuance of 
bonds was required to be modified so that not less than 14 per cent, instead 
of 1 per cent, of the principal amount of bonds should be paid and retired 
annually, commencing with a designated year, thereby conforming the per- 
centage to that applicable to outstanding bonds, p. 76. 


Security issues, § 99 — Ratio of common stock — New financing. 


2. A decline in common stock ratio occasioned by proposed financing 
through the issuance of preferred stock and bonds was not considered suf- 
ficient to warrant adverse findings, where the common stock equity over a 
period of years had been increased and the financial structure would be 
strengthened by provisions for retirement of notes and bonds, p. 79. 


(Bryan, Commissioner, dissents in part.) 


By the Commission: On Novem- 
ber 10, 1947, Wisconsin Power and 
Light Company filed an application 
with the Commission for authority to 
issue $3,000,000 of bonds and $3,000,- 
000 of preferred stock. The original 
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application was amended on Novem- 
ber 22 and December 9, 1947, and on 
January 6, 1948, an amended applica- 
tion was filed superseding the original 
application and the two amendments 
thereto. Later, on January 23, 1948, 
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the amended application of January 6, 
1948, was amended with respect to 
the dividend rate of the preferred 
stock. 

The application of January 6, 1948, 
as amended, requests authority, pur- 
suant to the provisions of Chap 184, 
Statutes, to issue $3,000,000 principal 
amount of first mortgage bonds, series 
B, and 30,000 shares, aggregating $3,- 
000,000 in par value, of 4.8 per cent 
preferred stock. 

The applicant is a Wisconsin corpo- 
ration engaged in the public utility 
business in southern and central Wis- 
consin. For the twelve months ended 
September 30, 1947, the company de- 
rived 90.72 per cent of its operating 
revenues of $16,186,035 from the sale 
of electricity, 7.55 per cent from the 
sale of gas, 1.46 per cent from the sale 
of water, and .27 per cent from central 
heating service. 

The company has issued and out- 
standing, as of September 30, 1947, 
$30,000,000 principal amount of first 
mortgage bonds, 34 per cent, series 
A, due August 1, 1971, $10,000,000 
par value of 44 per cent preferred 
stock comprised of 100,000 shares of 
the par value of $100 per share and 
$12,809,250 par value of common 
stock comprised of 1,280,925 shares of 
the par value of $10 per share. 

The company is a subsidiary of 
North West Utilities Company, which 
owns beneficially 1,259,850 shares of 
the total of 1,280,925 shares outstand- 
ing. The balance of the outstanding 
stock is owned by The Middle West 
Corporation, 9,075 shares, and First 
National Bank, Chicago, Illinois, 12,- 
000 shares. 

Under date of January 24, 1944, in 
proceedings under § 11(b)(1) of the 


Public Utility Holding Company Act 
of 1935, 15 USCA § 79k(b)(1), the 
Securities and Exchange Commission 
ordered The Middle West Corpora- 
tion to dispose of all its holdings of 
securities in North West Utilities 
Company and its subsidiary com- 
panies, including the applicant, and un- 
der date of September 10, 1943, in 
proceedings under § 11(b) (2) of said 
act, ordered that North West Utilities 
Company be liquidated and its exist- 
ence be terminated. 

On December 31, 1947, Securities 
and Exchange Commission approved 
a plan of dissolution of North West 
Utilities Company and directed that 
application on behalf of the Commis- 
sion be made forthwith to an appro- 
priate district court of the United 
States to enforce and carry out the 
terms and provisions of the dissolution 
plan. 

Under the terms of the plan, the I,- 
259,850 shares of common stock of ap- 
plicant will be distributed to the public 
holders of 7 per cent prior lien pre- 
ferred stock and 7 per cent preferred 
stock of North West Utilities Com- 
pany and to The Middle West Corpo- 
ration. Upon consummation of the 
plan, approximately 591,091 shares of 
common stock of applicant held by 
North West will be distributed to the 
public, and the balance of 668,759 
shares will be distributed to The Mid- 
dle West Corporation. Later, on the 
distribution of shares of the applicant’s 
common stock to stockholders of Mid- 
dle West, which distribution is ex- 
pected to be made in the near future, 
applicant will cease to be a subsidiary 
of either North West Utilities Compa- 
ny or The Middle West Corporation. 

The amended application of the 
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company requests authority to issue 
$3,000,000 principal amount of series 
B bonds and 30,000 shares, aggregat- 
ing $3,000,000 in par value, of 4.8 per 
cent preferred stock. The registra- 
tion statement, a copy of which has 
been filed with this Commission and 
made a part of the amended applica- 
tion herein, states that approximately 
$2,750,000 exclusive of accrued inter- 
est and accrued dividends, to be re- 
ceived from the sale of the securities 
will be applied to the prepayment with- 
out premium of notes payable to banks 
due April 28, 1948, and August 5, 
1948, in the principal amount of $2,- 
750,000 borrowed and used by the 
company in 1947 to pay construction 
costs of additions, extensions, and im- 
provements to its properties. The re- 


mainder of the net proceeds also will 
be applied to paying the cost of addi- 


tions, extensions, and improvements 
to the properties of the company. 

During the first nine months of 
1947, the company expended approxi- 
mately $3,692,600 for additions, ex- 
tensions, and improvements to its 
properties, and estimates it will spend 
for those purposes, in the period Oc- 
tober 1, 1947, to December 31, 1949, 
approximately $13,018,000, of which 
about $2,590,000 will be for an addi- 
tional 25,000-kilowatt steam turbine 
at its Blackhawk station at Beloit, $3,- 
130,000 for additional transmission 
lines and substations and $7,297,000 
for additions, extensions, and im- 
provements of its distribution system 
and other facilities. 

The company estimates that the 
completion of the construction pro- 
gram for the period 1947 to 1949, in- 
clusive, will require, in 1949, approxi- 
mately $6,000,000 in addition to the 
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proceeds from the sale of the proposed 
$3,000,000 of bonds and $3,000,000 of 
preferred stock and funds derived from 
operations during the period. 

The $3,000,000 of series B bonds 
are to be dated January 1, 1948, and 
mature on January 1, 1978, and are 
to be issued under and secured by the 
terms of applicant’s indenture dated 
August 1, 1941, to First Wisconsin 
Trust Company and George B. Luh- 
man, as trustees, and supplemental in- 
denture dated January 1, 1948. The 
interest rate on the bonds and the price 
to be paid to the company therefor 
(which price, exclusive of accrued in- 
terest, shall not be less than 100 per 
cent, nor more than 102.75 per cent, 
of the principal amount of the bonds) 
will be designated in the bid of the suc- 
cessful bidder or group of bidders for 
said bonds. 

[1] The bonds are to be subject to 
a sinking-fund provision of the supple- 
mental indenture which provides, in 
effect, that, commencing in 1954 and 
during each calendar year thereafter 
so long as any bonds of series B shall 
be outstanding, one per cent of the 
greatest principal amount of series B 
bonds outstanding under the supple- 
mental indenture shall be retired or, in 
lieu of such retirement of bonds, net 
expenditures for bondable property 
shall be made equal to $1,666.67 for 
each $1,000 principal amount of bonds 
otherwise to be retired. 

The sinking-fund provision pro- 
posed for the series B bond differs 
from that applicable to the series A, 
of which $30,000,000 are presently 
outstanding. For the series A issue, 
the sinking-fund requirement provides 
that, commencing in 1954 and annual- 
ly thereafter to and including the year 
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1970, the company shall pay and re- 
tire 14 per cent of the total $30,000,- 
000 authorized and issued. Property 
substitution in lieu of actual retire- 
ment of series A bonds is not permit- 
ted. 

We are of the opinion that the sink- 
ing-fund provision, with respect to the 
series B bonds herein proposed, should 
be 14 per cent per annum, the same as 
that for the presently outstanding 
series A bonds, and our order will so 
provide. 

The 30,000 shares of 4.8 per cent 
preferred stock are proposed to be of- 
fered for subscription to the holders of 
the presently outstanding 44 per cent 
preferred stock at a price per share, 
not less than par and accrued divi- 
dends, to be determined by the board 
of directors. This offer is to be in ef- 
fect for a period of approximately ten 


to fourteen days unless extended by 
the applicant. Under the offer, each 
such stockholder may subscribe for as 
many whole shares as he desires, sub- 
ject to allotment in the event the total 
subscriptions by stockholders exceed 
30,000 shares. Applicant proposes to 
enter into an underwriting agreement 
with a group of underwriters who will 
agree, subject to the provisions of the 
agreement, to solicit subscriptions by 
preferred stockholders pursuant to the 
offer and to purchase from applicant, 
at the price indicated above, plus, how- 
ever, accrued dividends to the date of 
settlement, the unsubscribed portion of 
any of said 30,000 shares. 

With its amended application, the 
company submitted its Registration 
Statement from which the following 
condensed financial statements have 
been prepared : 


TABLE 1 
Balance Sheet 
September 30, 1947 


Assets and other debits: 
Original cost of utility plant 
Less depreciation reserve 


Net original cost of plant 


$69,312,352 
308,787 


Utility plant acquisition adjustments being amortized 


Investment in securities of subsidiary 
Other investments 


Other physical-property less reserve of $21,643 


Current assets, including cost of $390,921 


384,625 
4,080,055 


Debt discount call premium and expenses applicable to refunded issues in process 


of amortization 
Other deferred debits 


Liabilities and other credits: 
Long-term debt— 


1,696,089 
5,210 


$68,135,708 


First Mortgage Bonds, Series A, 34% due August 1, 1971 
Notes payable, 2%, due serially to October 1, 1952 


Total long-term debt 
Capital stock and surplus— 
Preferred stock, 44%, $100 par per share 
Common stock, $10 par per share 
Capital surplus 
Earned surplus (since February 28, 1933) 


Total capital stock and surplus 


26,610,671 
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Current liabilities, including $1,500,000 notes payable 
Deferred credits— 

Bond premium being amortized 

Customers’ advances for construction 


Total deferred credits 1,311,561 


Contingency reserve 203,683 
Contributions in aid of construction 277,830 


$68,135,708 


Income and Surplus Statement 


Year 1946 and 9 Months Ended Sept. 30, 1947 
9 Mos. Ended 
1946 Sept. 30, 1947 
Operating revenues $12,250,550 





Operating expenses: 
Operation 
Maintenance 
Depreciation 
Taxes (except income taxes) 
State income tax 
Federal income tax 





Total operating expenses 





Net operating income 
Other income (net) 38, 


Gross income 3,861,476 








Interest and other deductions : 
Interest on long-term debt 
Amortization of debt discount and expense— 
net of premium received 
Other interest (net of interest charged to construction) 
Other income deductions 





816,472 
2,077,317 








Earned surplus: 
Balance first of period 2,180,897 
Net income as above 2,077,317 
Direct credits to surplus 18,329 -- 





4,258,214 





Deductions— 

Preferred dividends , 337,585 

Common dividends 1,037,549 
Amortization of intangibles 811,668 581,658 
Call premium and expenses in retiring 

20,000 shares of preferred 143,855 — 


Total deductions 2,571,202 1,956,792 
Balance end of period $2,180,897 $2,301,422 


( ) Denotes red figure. 
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[2] The ratio of each class of secu- 
rity to total capitalization and surplus 
as of September 30, 1947, both before 


Actual—Sept. 30, 1947 


Common stock: 
Par value 
Capital surplus 
Earned surplus 


Amount 


$12,809,250 


and after giving effect to the pro- 
posed issues of securities, is shown 
below : 


Pro Forma 
Giving Effect to 
Proposed Issues 
%o of 
Total 


% of 
Total 


21.56 
,900, 2.53 
2,301,421 3.87 


Amount 


$12,809,250 
1,500,000 
2,301,421 








Preferred stock 
Bonds 
Serial notes 


27.96 16,610,671 
16.83 13,000,000 
50.50 33,000,000 


4.71 2,800,000 








Total capitalization and surplus 


The proposed financing will result 
in a slight decrease in the ratio of debt 
securities, an increase in the ratio of 
preferred stock, and a decrease in the 
ratio of common stock equity. 

We would prefer to see common 
stock equity of this company increased 
rather than decreased. However, we 
consider that the decline in common 
stock ratio occasioned by the proposed 


Common stock: 


$7,309,250 
(1,297,801) 


$59,410,671 


100.00 $65,410,671 


financing is not sufficient to warrant 
adverse findings when all circum- 
stances are considered. 

The applicant has made substantial 
progress in the improvement of its 
capital structure. This is readily ap- 
parent by comparing the security ratios 
of ten years ago with those prevailing 
on consummation of the proposed fi- 
nancing : 


Pro Forma 
September 30, 1947 


Amount 
$12,809,250 
1,500,000 
2,301,421 


December 31, 1937 
Amount % 


12.38 
(2.20) 








Preferred stock 
Bonds 
Notes or debentures 


6,011,449 10.18 16,610,671 
28.50 13,000,000 
55.89 33,000,000 


5.43 2:800,000 








( ) Denotes red figure. 

1 Assuming that 
all been provided for at this date. 

Further strengthening of the finan- 
cial structure can be expected. The 
presently outstanding serial notes are 
payable $500,000 per year until 1952 
when the final $800,000 is payable. 
Beginning in 1954, sinking-fund pay- 
ments of 14 per cent per annum on out- 


100.00 $65,410,671 


$3,046,737 of preferred dividend arrears, which were later paid in full, had 


standing bonds become effective. 
Thus, gradual reduction of debt is pro- 
vided for by the terms of outstanding 
securities. 

The heavy construction require- 
ments of the company show a definite 
need for additional funds at this time. 
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In fact, in addition to the $6,000,000 
of securities herein proposed, the com- 
pany estimates that another $6,000,- 
000 will be required for construction 
purposes in 1949. By that time, the 
proceedings involving the dissolution 
of the holding company, pursuant to 
requirements of the Public Utility 
Holding Company Act, previously re- 
ferred to, should have been completed 
and the applicant herein should be in 
a position to finance with common 
stock. Hence, we view the reduction 
in the ratio of common stock equity 
occasioned by the current financing as 
temporary only, and it appears reason- 
able that common stock equity will be 
increased in the very near future. 
From our review of the evidence in 
this proceeding, we conclude that, 
when the applicant shall have amended 
the sinking-fund provision of the sup- 
plemental indenture with respect to 
the proposed $3,000,000 of series B 
bonds so as to provide that 14 per cent 
thereof shall be paid and retired each 
year commencing with the year 1954, 
and has furnished data as to the inter- 
est rate and sales price as determined 
by competitive bidding for the issue, 
a certificate of authority to issue said 
bonds may be granted. With respect 
to the proposed $3,000,000 of pre- 
ferred stock, we conclude that the nec- 
essary statutory findings may be made 
on the basis of the present record, but, 
as a matter of convenience, we will 
withhold issuance of the certificate of 
authority until the application is com- 
pleted with respect to the bond issue. 


Conclusion 
It is therefore concluded: 


That the application of Wisconsin 
Power and Light Company for au- 
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thority to issue 30,000 shares, aggre. 
gating $3,000,000 par value of 4.8 per 
cent preferred stock and $3,000,000 
principal amount of first mortgage 
bonds, series B, may be granted upon 
the payment of the fees required by 
§ 184.10(1), Statutes, and upon the 
filing with the Commission of (1) the 
interest rate and the issuing price of 
said series B bonds as determined by 
competitive bids for such issue; and 
(2) an amendment of the sinking-fund 
provision with respect to said series 
B bonds so as to provide that, com- 
mencing with the year 1954 and an- 
nually thereafter to and including the 
year 1977, not less than 14 per cent of 
the principal amount of said bonds 
shall be paid and retired. 

Bryan, Commissioner, dissenting 
in part: In my opinion the statutory 
findings necessary to the approval of 
the preferred stock issue cannot prop- 
erly be made. Such an issue would 
not bear a reasonable proportion to the 
other securities of the corporation and 
to the value of the property, having in 
mind the conditions specified in § 184.- 
05(4). Statutes. Moreover, in my 
opinion, the financial condition, plan 
of operation, and proposed undertak- 
ings of the corporation are not such as 
to afford reasonable protection to pur- 
chasers of the preferred stock now pro- 
posed to be issued. The fact that this 
corporation has had distressing ex- 
periences in the past with preferred 
stock issues should prompt it and this 
Commission to scrutinize a proposed 
increase of that type of security with 
great care. 

In a prior proceeding involving this 
company (in docket 2-SB-254), de- 
cided by the Commission on October 
10, 1945, 64 PUR NS 429, I dissented 





RE WISCONSIN POWER & LIGHT CO. 


from the decision of the majority, and 
I find no evidence in the case now be- 
fore us to warrant a change in that 
opinion, or the conclusion that the pro- 
posed security structure of the com- 
pany would be improved under the 
proposal now before us. 


Actual—Sept. 30, 1947 


Common stock: 
Par value 
Capital surplus 
Earned surplus 


$12,809,250 
000 


The ratio of each class of security to 
total capitalization and surplus as of 
September 30, 1947, both before and 
after giving effect to the proposed 
issues of securities, is shown be- 
low: 


Pro Forma 
Giving Effect to 
Proposed Issues 
%o of 
Total 


% of 
Total 


21.56 
2.53 
3.87 


Amount 


$12,809,250 
,900,000 
2,301,421 


Amount 


2'301,421 





Preferred stock 
Bonds 
Serial notes 





27.96 
16.83 
50.50 

4.71 


16,610,671 
13,000,000 
33,000,000 

2,800,000 








$ 


The foregoing percentages of each 
class of security to total capitalization 
and surplus are based on the net book 
values as shown by the company’s bal- 
ance sheet. Hence, in considering 
whether the security ratios that would 
result if the proposed financing were 
consummated conform to the reason- 
able ratio provisions of § 184.05(4), 
Statutes, it is necessary to review the 
basis upon which the net book value of 
assets is stated and the character of 
certain items included therein. 

The balance sheet of the company 
shows that at September 30, 1947, util- 
ity plant acquisition adjustments ac- 
count aggregated $4,236,498 and debt 
discount, call premiums, and expenses 
on refunded bond issues was $1,696,- 
089. These amounts are each being 
amortized and in due time will, in ef- 
fect, be replaced by earnings retained 
in the business through the amortiza- 
tion charges. Nevertheless, at the 
present time these items are carried 
among the assets. They are of doubt- 


[6] 


Total capitalization and surplus 


59,410,671 100.00 $65,410,671 100.00 


ful value and are not entitled to the 
same weight in judging security ra- 
tios as cash, accounts receivable, or 
original cost of property used in utility 
-operations. 

The certificate of Arthur Andersen 
& Co., auditors of the company, ac- 
companying the financial statements 
in the Registration Statement, Form 
S-1, a copy of which has been made a 
part of the application in this proceed- 
ing, contains a qualification with re- 
spect to the balance sheet of the com- 
pany stating as follows: 

“In our opinion, the provisions for 
depreciation for each of the three years 
ended December 31, 1946, are ade- 
quate ; the reserve accumulated for de- 
preciation is not considered to be fully 
adequate.” 

The certificate of the auditors or the 
financial statements of the company 
do not state the additional amount that 
would be necessary to make the de- 
preciation reserve fully adequate. It 
seems reasonable to infer, however, 


81 73 PURNS 





WISCONSIN PUBLIC SERVICE COMMISSION 


that the amount must be material in 
view of the qualification contained in 
the auditor’s certificate. 

Further, the history of the present 
depreciation reserve, as disclosed by 
the reports of the company to this 
Commission, points to a deficiency in 
accumulated depreciation provisions. 
The present reserve of $12,308,787 has 
all been accumulated since February 
28, 1933, as of which date the depreci- 
ation reserve and the earned surplus 
accounts of the company were reduced 
to zero. Annual depreciation provi- 
sions since February 28, 1933, have 
not contained any allowance intended 
to make up any reserve deficiency, such 
annual amounts being computed on 
the basis of depreciation rates certi- 
fied by this Commission in conformity 
with § 196.09, Statutes, for the pe- 
riod from January 1, 1937, to date 


Lake Superior District Power Co. ............ 


Madison Gas and Electric 
Northern States Power Co. 


Wisconsin Electric Power Co. ...........2200+ 


Wisconsin Gas & Electric Co. 


Wisconsin Michigan Power Co. ...........++. 
Wisconsin Public Service Corp. ..........00++- 


Total above 


Wisconsin Power and Light Co. ............. 


Although the ratio of depreciation 
reserve of one utility as compared with 
another may properly be different be- 
cause of differences in age or charac- 
teristics of their properties, the fact 
that the reserve of the applicant is low- 
er than those of the other utilities, 
coupled with the known history of its 
depreciation reserve, as shown in its 
reports to the Commission and the 
qualification of its balance sheet by its 
auditors, is a further indication of 
73 PUR NS 


eeeeeee 


36,262, 
ouwnnts 124,242,922 


biwinaen $69,312,352 


with smaller annual provisions being 
made from February 28, 1933, to Jan- 
uary 1, 1937. Hence, the present 
depreciation reserve may be deficient 
by whatever amount should reasonably 
have been accumulated in the reserve 
at February 28, 1933, when the ac- 
count was reduced to a zero balance. 
At that time the property account of 
the company, on a basis comparable 
with the presently recorded original 
cost, was about $50,000,000. 

A comparison with other electric 
utilities operating in Wisconsin, in- 
cluding all with total plant of $10,- 
000,000 or more, prepared from re- 
ports filed with the Commission, shows 
that the applicant has the lowest de- 
preciation reserve in relation to the 
original cost of plant, as indicated 
below : 


Original 
Cost of Plant 
Sept. 30, 1947 Amount 


12,446,886 $3,329,822 
13,276,262 4,090,593 
938 10,288,795 
45,738,204 
11,386,553 
6,432,010 
14,342,536 


95,608,513 
$12,308,787 


material deficiency in the existing de- 
preciation reserve. 

I have reviewed the present and pro- 
posed security structure of the appli- 
cant and the financial statements and 
other data submitted with the appli- 
cation in this proceeding. I have con- 
sidered the nature of certain items in- 
cluded among the assets of the appli- 
cant and the matter of the adequacy 
of depreciation reserve. Based on 
such review, I conclude that an issue 


Depreciation Reserve 


32,163,207 
29,152,750 
66,924,430 


314,469,395 
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of $3,000,000 of additional preferred 
stock at this time would not conform 
to the reasonable ratio provisions of 
§ 184.05(4) Statutes. It follows that 
authority to issue the preferred stock 
should be denied. 

Additional common stock equity is 
now needed in the company in order 
to improve its senior securities and 
contribute to the reasonable protec- 
tion to the purchasers of such senior 
‘securities that is required by § 184.- 
06, Statutes. Earnings of the com- 
pany indicate reasonable probability 
of the salability of common stock. For 
the year 1946 and nine months ended 
September 30, 1947, common stock 
earnings were $2,331,890 and $1,739,- 
732, respectively. Cash dividends of 
$1,121,879 or 95 cents per share were 
paid in 1946 and $1,037,549 or 81 
cents per share during the nine months 
ended September 30, 1947, on stock 
having a par value of $10 per share. 
The company has expressed its inten- 
tion of maintaining a 28 cents quarter- 
ly dividend rate, or $1.12 per year, 
provided earnings continue at present 
levels. (SEC Release No. 7905, File 
No. 59-23, 72 PUR NS 415.) Inthe 
same proceeding, Securities and Ex- 
change Commission estimated that a 
reasonable forecast of average future 
annual earnings applicable to the ap- 
plicant’s common stock would be about 
$1.80 per share. It stated, also, in com- 
menting on the raising of funds for 
additional facilities of the applicant, 
that “the sale of common stock in ad- 
dition to senior securities would ap- 


pear necessary in order to maintain a 
balanced capital structure.” 

It may be impractical to issue com- 
mon stock at this time because North 
West Utilities Company, parent of the 
applicant, is in process of being liq- 
uidated, pursuant to order of Securities 
and Exchange Commission and the 
requirements of the Public Utility 
Holding Company Act of 1935, and 
the dissolution plan is, or soon will 
be, before an appropriate district court 
of the United States for the enforce- 
ment of the terms and provisions 
thereof. According to the Registra- 
tion Statement of the applicant, the 
distribution of its common stock un- 
der such dissolution plan is expected 
to be made in the near future. Hence, 
at an early date the applicant should 
be free to issue and sell common stock 
without creating delay or inconven- 
ience in the dissolution proceedings 
involving its parent or otherwise ad- 
versely affecting such proceedings. 

In the meantime, it is not appro- 
priate that, because of the temporary 
impracticability of issuing common 
stock, permanent financing be done 
with preferred stock where such an 
issue would increase the ratio of such 
security to real capital stock equity to 
a level higher than should be deemed 
reasonable under the provisions of the 
statutes. Accordingly, as previously 
stated, I am of the opinion that the ap- 
plication to issue preferred stock 
should be denied without prejudice, 
however, to an application for author- 
ity to issue common stock. 
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Borough of McConnellsburg 


McConnellsburg Wares Company 


Application Docket No. 71356 
February 3, 1948 


PPLICATION of borough for approval of acquisition of water 
d \ company property and for authority to begin operation; 
motion to dismiss application denied. 


Municipal plants, § 26 — Acquisition proceedings — Sufficiency of application. 
An application of a municipality to acquire water company property is to 
be construed as an application for acquisition of all the works and property 
of the company where the municipality, by its answer to a motion to dis- 
miss, shows its intention to seek Commission approval of such acquisition, 
although it is contended by the company that the application contemplates 
acquisition of only a part of the property whereas the ordinance authorizing 
the application contemplates acquisition of all the property. 


By the Commission: This matter 
comes before us on a motion filed De- 
cember 15, 1947, by the McConnells- 
burg Water Company to dismiss the 
application of the borough of McCon- 
nelisburg to acquire by purchase the 
works and property of the water com- 
pany. In support of its motion, the 
water company alleges that the appli- 
cation contemplates acquisition of only 
that portion of the works and prop- 
erty of the McConnellsburg Water 
Company used and useful in service to 
present patrons, whereas the ordi- 
nance authorizing the application con- 
templates acquisition and operation of 
all works and property of the McCon- 
nellsburg Water Company used in pro- 
viding water service available to the 
public in the borough of McConnells- 
burg and vicinity. An answer thereto 
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was filed by the borough on January 
8, 1948, in which it is stated that “the 
petition, its prayer and the ordinance 
adopted by the borough all contem- 
plates the approval of the Commission 
of the acquisition by the borough of 
McConnellsburg of all the works and 
property of the McConnellsburg Wa- 
ter Company in accordance with the 
provisions of § 34, Clause 7 of the 
Act of 1874, PL 73.” This answer 
clearly shows an intention by borough 
to seek Commission approval of the 
acquisition by borough of all the works 
and property of Water Company, in 
accordance with the statute authoriz- 
ing acquisition. 

The prayer of the application is for 
a certificate of public convenience 
under the provisions of § 202 of the 
Public Utility Law evidencing the 
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approval of the Commission of the 
acquisition by the borough of McCon- 
nellsburg in accordance with the pro- 
visions of § 34, Clause 7 of the Act 
of 1874, PL 73, of all the works and 
property of the McConnellsburg Wa- 
ter Company which are used and use- 
ful in the furnishing of water to pa- 
trons of the McConnellsburg Water 
Company and of the right of the bor- 
ough of McConnellsburg to operate 
said works and property. 

The jurisdiction of this Commission 
over a petition of a borough to ac- 
quire a waterworks under the act of 
1874, supra, was definitely established 
in a decision of the superior court in 
a case involving the borough of Potts- 
town. See Pottstown v. Public Util- 
ity Commission (1941) 144 Pa Super 
Ct 220, 39 PUR NS 160, 19 A2d 610. 


We construe the application as an 
application for the acquisition of all 
the works and property of McConnells- 
burg Water Company and for the be- 
ginning of the operations by the said 
borough in the territory served by 
McConnellsburg Water Company be- 
yond the corporate limits of the bor- 
ough of McConnellsburg, Fulton 
county ; therefore, 

It is ordered: 

1. That the motion to dismiss be 
and is hereby denied. 

2. That the McConnellsburg Water 
Company is hereby allowed fifteen 
days from the date of the service of 
this order within which to file its an- 
swer, if any, to the within application 
of the borough of McConnellsburg, 
Fulton county. 
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Re First lowa Hydro-Electric Cooperative 


Project No. 1853, Opinion No. 162 
December 19, 1947; rehearing denied January 30, 1948 


PPLICATION by codperative for license under Federal Power 

Act to authorize construction, operation, and maintenance 

of power development ; granted subject to conditions. For earlier 

proceedings, see (1946) 328 US 152, 90 L ed 1143,63 PUR NS 

193, 66 S Ct 906, which reviewed (1944) 4 FPC 27,52 PUR 
NS 82. 


Water, § 18.2 — License for power project — Economic feasibility — Completion 


of financing. 


A license to construct a power project should be granted, subject to sub- 
mission of satisfactory evidence of commitments to finance construction, 
even though the applicant has not completed financial arrangements; as a 


matter of business practice financial arra 


ements depend upon license 


authorization initially, although a license would not be granted when sought 


merely for trading purposes. 
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By the Commission: This matter 
is before us upon an application filed 
on August 11, 1941, and later sup- 
plemented, by First Iowa Hydro-Elec- 
tric Cooperative (“Cooperative”) for 
a license under the Federal Power Act 
to authorize the construction, opera- 
tion, and maintenance of a power 
development (Project No. 1853) on 
Cedar river in Muscatine and Cedar 
counties, Iowa, and extending to the 
Mississippi river north of Muscatine. 
The state of Iowa was permitted to 
intervene in this proceeding and has 
continuously opposed the granting of a 
license. In addition, certain landown- 


ers in the area intervened and two 
private utilities were allowed limited 
participation, the landowners and the 
utilities likewise opposing the applica- 
tion. 

The development now proposed by 


the Cooperative consists of an earth 
dam and dike across Cedar river at or 
near the Salisbury bridge located about 
21 miles above the junction of Cedar 
river with Iowa river and about 49 
miles above the mouth of the Iowa 
river, creating a reservoir with an area 
of about 11,000 acres at elevation 640 
feet; a spillway section integral with 
the dam; a diversion canal partly lined 
and partly unlined, approximately 8.5 
miles long; a secondary dam and res- 
ervoir on Mad creek creating a small 
reservoir of about 920 acres; a small 
reservoir or forebay of approximate- 
ly 160 acres created by the construction 
of a power dam across Geneva creek 
overlooking the Mississippi river; a 
power plant consisting of four units 
aggregating 50,000 kilowatts of ca- 
pacity operating under an average net 
head of 103 feet, with two units hav- 
ing reversible pumping features; and 
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a tailrace 8,800 feet long parallel to 
the Mississippi river and with a dis- 
charge into the pool below United 
States Navigation Dam No. 16 on the 
Mississippi river near Muscatine, 
Towa. 

In our opinion and order adopted 
January 29, 1944, 4 FPC 27, 52 PUR 
NS 82, 84, in this same matter we dis- 
missed the Cooperative’s application 
for license for this project for failure 
to submit satisfactory evidence of com- 
pliance with certain state laws as then 
thought to be required by § 9(b) of 
the Federal Power Act, 16 USCA 
§ 802(b). In this opinion we stated 
that “ The present plans 
call for a practical and reasonably 
adequate development to utilize the 
head and water available, create a 
large storage reservoir, and make 
available for recreational purposes a 
considerable area now unsuitable for 
such use, all at a cost which does not 
appear to be unreasonable. 

“Further changes in design may be 
desirable, but they are minor in charac- 
ter and can be effected if the applicant 
is able to meet the other requirements 
of the act.” 

On review, our dismissal of the ap- 
plication was set aside by the United 
States Supreme Court and the case 
was remanded to us for further pro- 
ceedings (1946) 328 US 152, 90 L ed 
1143, 63 PUR NS 193, 66 S Ct 906. 


Primarily because of recognized in- 
creases in construction costs between 
the date of our former opinion in Jan- 
uary, 1944, and the fall of 1946, we 
reopened the record in this case and 
ordered a hearing to permit a further 
showing as to the economic feasibility 
of the proposed project and incidental- 
ly to permit a further showing as to 
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certain design features which appeared 
to need modification. This hearing 
was held from September 30 to Octo- 
ber 14, 1946, 

On January 30, 1947, the Commis- 
sion’s trial examiner rendered his re- 
port in which he recommended that a 
license be denied but that the Coopera- 
tive be tendered a preliminary permit 
under the act for the purpose of main- 
taining priority of application for li- 
cense while completing its financial ar- 
rangements for construction of the 
project and for such other purposes 
as were appropriate or necessary in 
preparing to support a subsequent ap- 
plication for license. Upon exceptions 
being filed to the examiner’s report we 
heard oral argument on the findings, 
conclusions, and recommended deci- 
sion contained in that report. At the 
argument the Cooperative stated that 
it did not desire a preliminary permit 


and, therefore, we need give no further 
consideration to the permit. 


Project Design 


The state of Iowa argued that the 
project as designed would not be safe 
nor could it be constructed at a cost 
which would be justified by the expect- 
ed returns from the sale of power. We 
have not been persuaded that this is so, 
in the light of the testimony of our 
own staff engineers and the acceptance 
by the state’s engineering consultants 
of most of the design features of the 
project, their use with few exceptions 
of the staff’s unit prices, and their fail- 
ure to thoroughly investigate and 
study problems relating to project 
design. 

In April, 1943, the Chief of En- 
gineers, United States Army, suggest- 
ed certain specific changes in the plans 


as originally submitted by the Co- 
operative in order to insure safety and 
these changes have been made in the 
plans placed in the record at the last 
hearing. It is apparent from the evi- 
dence of record that the foundation 
conditions already disclosed justify use 
of this site although some additional 
safety features may be necessary if the 
preliminary reports of the foundation 
conditions are not confirmed. Further 
investigation should be made of the 
underlying materials which might af- 
fect the stability of the main dam and 
the Cooperative has agreed to make 
the studies before preparing final con- 
struction plans, if a license is author- 
ized. The record shows that the dam 
can be made safe against overturning 
and sliding under the most adverse 
foundation conditions which may ex- 
ist, without material increase in the 
cost. 

Section 4 (e) of the act provides 
that no license affecting the navigable 
capacity of any navigable waters of the 
United States shall be issued until the 
plans of the dam or other structures 
affecting navigation have been ap- 
proved by the Chief of Engineers and 
the Secretary of the Army. The de- 
sign drawings, modified to embody 
changes required by the Chief of En- 
gineers and submitted by the Coopera- 
tive at the last hearing, are not in the 
form required for formal approval and 
the Cooperative should within ninety 
days from the date of this opinion file 
such drawings in the form required by 
the Commission’s rules. Of course, no 
license can be actually issued until the 
Chief of Engineers and the Secretary 
of the Army have formally approved 
the plans affecting navigation. 
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Economic Feasibility 


Although on occasion the Coopera- 
tive’s ability to finance construction of 
the project has been treated separately 
from other considerations, it is actual- 
ly intimately related to the question of 
economic feasibility of the develop- 
ment, as well as being dependent upon 
the license authorization. Obviously, 
no independent concern such as the 
Cooperative could hope to obtain firm 
commitments on any proposed bond 
issue in advance of Commission au- 
thorization of a license. While we do 
not regard the mere license authoriza- 
tion to construct a water-power project 
subject to Federal jurisdiction as being 
any guaranty of economic feasibility, 
it does not seem to be our function un- 
der the act to prohibit construction of 
a desirable project which an applicant 
appears to be able to finance merely 
because complete financial arrange- 
ments have not been made, when as a 
matter of business practice such ar- 
rangements depend upon the license 
authorization initially. On the other 
hand, if only superficial showing of 
financial ability had been made by the 
applicant, or no financial house had 
indicated any interest, and it appeared 
that the license authorization was be- 
ing sought merely for trading pur- 
poses, we would not be justified in 
authorizing a license no matter how 
desirable the development might be 
economically. In addition to these 
considerations, we note that the Co- 
operative and its predecessors have al- 
ready reported large expenditures in 
furtherance of the development. 

If the project is economically feasi- 
ble the Cooperative has presented evi- 
dence that it will be able to finance 
construction of the project once a li- 
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cense has been authorized under the 
Federal Power Act, and it has shown 
that the preliminary engineering work 
necessary for the preparation of de- 
tailed plans required by the Commis- 
sion prior to commencement of actual 
construction can be financed without 
banking assistance. Since the Co- 
operative has not obtained definite 
financial commitments, we will delay 
issuance of the license instrument until 
these have been secured. 

The latest estimates of the cost of 
the entire project as submitted by the 
Cooperative, the Commission’s staff, 
and the state of Iowa vary widely, the 
cost being estimtaed at $18,500,000, 
$21,900,000, and $29,500,000, respec- 
tively. If estimates were being made 
today they would undoubtedly be 
raised to some extent to reflect the 
recognized increases in construction 
costs since the fall of 1946. We are 
convinced that the state’s estimate of 
$29,500,000 is excessive while the Co- 
operative’s estimate of $18,500,000 is 
too conservative. 

From our experience in this field it 
would appear that under present condi- 
tions the cost of power from the pro- 
posed project should compare favor- 
ably with the cost in the area of equiva- 
lent capacity and electric energy output 
from a steam generating plant and that 
the project is economically feasible if 
financed at reasonable rates of interest. 

Some point has been made of the 
fact that the Cooperative lacks firm 
commitments for the purchase of the 
energy to be generated by the project. 
A municipality and other codperatives 
were shown to have an interest in pur- 
chasing the power, although no firm 
commitments could be obtained until 
and unless there is assurance that the 
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project will be built, and such assur- 
ance cannot be given without a license. 
Were this power available today it 
would most certainly be in demand and 
there is no reason to conclude that the 
power when produced may not be sold 
at a reasonable price. One of the con- 
siderations which moves us to grant 
a license is the fact that this peak-load 
plant can fill a very important func- 
tion in supplying the power require- 
ments of this area which now lacks 
any substantial hydroelectric peaking 
capacity. 

In our previous consideration in 
1944 we came to the conclusion that 
the construction of this project would 
be beneficial to the area involved. The 
further representations since that time 
have not served to alter our view that 
comprehensive development and full 
utilization of the water resources in- 
volved can be achieved by construc- 
tion of the project proposed. This is 
particularly true since the state of 
Iowa has relatively few hydroelectric 
developments on its rivers and the area 
will be benefited by the creation of this 
large reservoir and related works, as 
well as by the large amount of electric 
power which will be made available. 


Much of the opposition to this de- 
velopment appears to have been en- 
gendered by power company opposi- 
tion to encroachment by codperatives 
upon the field of public service which 
the private companies regard as their 
exclusive property. At the same time, 
we recognize the sincerity of other op- 
position but feel that by and large the 
benefits which should inure to the pub- 
lic generally from the comprehensive 
development of this site should out- 
weigh the limited disadvantages which 
have been brought to our attention. 


It can hardly be gainsaid that a more 
general and constructive policy of 


.water resource development in Iowa 


than has been pursued heretofore 
would be of material advantage to the 
residents of that great state both in the 
protection of valuable property along 
the watercourses and in the utiliza- 
tion of such water resources for the 
common good. Our experience with 
other developments throughout the 
United States convinces us that the 
best interests of the region within 
the influence of the project will be 
advanced by construction of the facili- 
ties. 


Conclusion 


Since it is manifestly in the public 
interest to make a more complete 
utilization of the water resources avail- 
able at this site, the applicant should be 
given the opportunity to go forward 
with its plan of development by the is- 
suance of a license. Accordingly, an 
order will be entered. 


ORDER 


Upon application filed August 11, 
1941}.as later supplemented, by First 
Iowa Hydro-Electric Cooperative for 
license under the Federal Power Act 
for a proposed power development 
(Project No. 1853) to be located on 


the Cedar river in Muscatine and 
Cedar counties, Iowa, and extending 
to the Mississippi river north of 
Muscatine ; 

Upon the record made and for the 
reasons given and facts found in Opin- 
ion No. 162 in this matter which is 
hereby referred to and made a part 
hereof by reference, the Commission 
finds that: 

(1) The Cooperative is a corpora- 
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tion organized under the laws of the 
state of Iowa. 

(2) No conflicting application is be- 
fore the Commission. 

(3) Public notice has been given as 
required by the Federal Power Act. 

(4) The project will affect United 
States Navigation Dams Nos. 16 and 
17 on the Mississippi river but the 
issuance of a license as hereinafter pro- 
vided will not affect the development 
of any water resources for public pur- 
poses which should be undertaken by 
the United States itself. 

(5) Upon the terms hereinafter pro- 
vided, the proposed project is best 
adapted to a comprehensive plan for 
improving and developing the Cedar 
and Mississippi rivers for the use and 
benefit of interstate commerce, for the 
improvement and utilization of water 
power development, and for other 
beneficial public uses, including recrea- 
tional purposes. 

(6) The horsepower capacity here- 
inafter authorized to be installed in the 
project will be 70,000 horsepower and 
the energy generated thereby will be 
used for public utility purposes. 

(7) In accordance with § 10 (d) 
of the act, 16 USCA § 803 (d), the 
rate of return upon the net investment 
in the project and the proportion of 
surplus earnings to be paid into and 
held in amortization reserves are rea- 
sonable as hereinafter specified. 

(8) The amount of annual charges 
to be paid under the license for the 
purpose of reimbursing the United 
States for the costs of the administra- 
tion of Part I of the act is reasonable 
as hereinafter fixed and specified. 

(9). It is desirable to reserve for 
determination at a future date what, if 
any, lands of the United States should 
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be included in the license as a part of 
the project area. Reasonable annual 
charges for reimbursing the United 
States for the use, occupancy and en- 
joyment of its lands may be fixed and 
specified at a later date, if found ap- 
propriate. 

(10) The maps, plans, and specifica- 
tions filed as part of the application, as 
amended, and designated as Exhibit J 
(FPC No 1853-8) ; Exhibit K, Sheets 
1, 2, and 3 (FPC Nos 1853-9, 10, 
and 11) ; and Exhibit M in four sheets 
filed September 2, 1942, conform to 
the Commission’s rules and regula- 
tions. 

It is ordered that: 

(11) A license be issued to the First 
Iowa Hydro-Electric Cooperative for 
a period of fifty years for the construc- 
tion, operation, and maintenance of the 
project, subject to the provisions of the 
act and the rules and regulations of 
the Commission thereunder, provided, 
however, that this authorization shall 
terminate within nine months from the 
date of this order, unless otherwise 
ordered by the Commission, if the 
Chief of Engineers and the Secretary 
of the Army fail to approve the project 
plans in accordance with § 4(e) of the 
act, 16 USCA § 797(e), and if the 
applicant fails to submit satisfactory 
evidence of commitments to finance 
construction of the project. 

(12) The license contain the usual 
conditions and provisions for licenses 
issued under 4 (e) of the act for such 
projects, and the following special 
conditions : 

(a) The licensee shall within ninety 
days from the date of this order file 
for approval a revised exhibit showing 
modifications in design to supersede 
Exhibit L, Sheets 3, 5, 8, and 10 
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(FPC Nos 1853-14, 16, 19, and 21) 
in accordance with the rules and reg- 
ulations. 

(b) The licensee shall start con- 
struction of the project works within 
two years from the date of issuance 
of the license and shall complete and 
place the project in operation within 
four years from the date of issuance of 
the license. 

(c) The licensee shall within one 
year from the date of issuance of the 
license file revised Exhibits F and K 
for the project in accordance with the 
rules and regulations. 

(d) Such special conditions as the 
Secretary of the Army may require in 
the interest of navigation as a condi- 
tion of his approval of the project plans 
and as the Commission may prescribe 
for the protection of life, health, and 
property and in the interest of the full- 
est practicable conservation and utiliza- 
tion of such waters for power pur- 
poses and for other beneficial public 
uses including recreational purposes. 

(e) The licensee shall construct, 
maintain, and operate such fish protec- 
tive devices and shall comply with 
such reasonable conditions in the in- 
terest of fish life as may be hereafter 
prescribed upon the recommendation 
of the Secretary of the Interior. 

(13) After the first twenty years of 
operation of the project under this li- 


cense, 6 per cent per annum shall be 
the specified rate of return on the net 
investment in the project for determin- 
ing surplus earnings and for the es- 
tablishment and maintenance of amor- 
tization reserves pursuant to § 10 (d) 
of the act; one-half of all earnings in 
excess of 6 per cent per annum shall 
be paid into such amortization re- 
serves, and such amortization reserves 
shall be established, maintained, and 
disposed of in accordance with the 
terms of the act and such rules, regula- 
tions, and orders of the Commission as 
may be adopted pursuant thereto. 

(14) Subject to the provisions of 
§ 10 (e) of the act and the rules and 
regulations thereunder the licensee 
shall pay to the United States an an- 
nual charge starting from the effective 
date of the license for the purpose of 
reimbursing the United States for the 
costs of the administration of Part I 
of the act, of one cent per horsepower 
on the capacity authorized to be in- 
stalled (70,000 horsepower), plus 24 
cents per thousand kilowatt hours of 
gross energy generated by the project 
during the fiscal year ending June 30th 
of the calendar year for which the 
charge is made. 

(15) The maps, plans, specifica- 
tions, and statements specified in para- 
graph (10) above be and they are 
hereby approved as part of the license. 
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Henry R. Decker 


Kerhonkson Water Company, Incorporated 


Case 13317 
February 9, 1948 


Cr. against refusal of water company to extend serv- 
ice to new residences; service extension ordered. 


Service, § 174 — Extensions — Obligation of water utility. 
1. Unless unusual circumstances exist, a water utility is required to extend 
its lines to serve new residences on a street within its undertaking, p. 94. 


Service, § 188 — Extension cost — Rock excavation. 


2. Rock excavation necessary for the extension of water service to new resi- 
dences should be paid for substantially by the property owners to be served, 


p. 96. 


Service, § 211 — Water extension — Relevant matters — Hydrant location. 
Statement that the location of a fire hydrant is not a proper matter to be 
determined by a Commission in a water extension proceeding, since the fire 
district is the body primarily charged with the duty of determining where 
the hydrant should be placed, p. 93. 

Service, § 210 — Water extension — Rocky ground. 

Statement that a plan for the extension of water service over rocky ground, 
which involves placing pipes very close to the surface and prevention of 
freezing by “bleeding,” is unsatisfactory as a permanent solution, p. 94. 

Service, § 184 — Water line extension — Revenues. 


Statement that $96 annual income received by a water utility from four 
new subscribers to whom service had been extended at a cost of $4,000 is 


not an adequate return, p. 95. 


APPEARANCES: Robert W. Austin, 
Senior Hydraulic Engineer, for the 
Public Service Commission; LeRoy 
Lounsberry, Ellenville, Attorney, for 
the complainant ; William A. Kaercher, 
Kingston, Attorney, for respondent. 


Eppy, Commissioner: This com- 
plainant seeks an extension of the 
mains of the respondent water com- 
pany on William street in Kerhonkson. 
Kerhonkson is an unincorporated com- 
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munity in the town of Wawarsing, 
Ulster county, New York. 

The water company’s 8-inch supply 
main to the village runs east on 
Foordmore avenue. William street 
runs at right angles to Foordmore 
avenue to the south, fairly level for 
190 feet then up a sharp grade. In 
1936, the complainant laid, at his own 
expense, an inch and one-quarter gal- 
vanized pipe on William street for a 
distance of 190 feet. This was con- 
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nected to the company’s 8-inch sup- 
ply line at the intersection of William 
street and Foordmore avenue. There 
is no proof that the ownership of this 
14-inch line was transferred to the 
company although access was given to 
the company for maintenance and re- 
pairs. 

Recently at the far end of William 
street the complainant has erected and 
sold four houses and requested an ex- 
tension of the existing 14-inch main 
to these four houses. The company re- 
fused, claiming among other things 
that William street was not a public 
highway. It appears that some work 
has been done on William street by the 
local officials. In any event, any ques- 
tion as to whether the street belongs to 
the public or not has been cured since 
the complainant has transferred the 
William street right of way, by deed, 


to the’ town of Wawarsing and same 
has been accepted by the town of Wa- 


warsing. In connection with this 
deed, it should be pointed out that the 
deed purports to convey some prop- 
erty which had been previously con- 
veyed to the abutting owners. It was 
stated upon the hearing that arrange- 
ments had been made for the abutting 
owners to convey so that the descrip- 
tion could be corrected. However, ir- 
respective of where the exact bounds 
of William street presently exist, it 
appears that there has been deeded to 
the town and accepted by it a sufficient 
right of way so that there is a road 
for the traveling public. In view of 
the determination recommended here, 
it is not necessary to find with exacti- 
tude the limits of the street at the 
present time; and it should be pointed 
out that there is a difference between 
the traveled portion of the highway 
open to the public and the bounds of 


the street as covered by the deed and as 
accepted by the town. 

It appears without serious question 
that to supply the four additional 
houses it would be necessary to extend 
the main approximately 214 feet not 
including any service laterals. This 
extension is measured from the end of 
the present 14-inch main which ex- 
tends 190 feet into William street. 


Considerable question was raised as 
to fire protection on William street 
and as to the need for the location of 
a hydrant. It was suggested by the 
complainant that the most practical 
place for the location of a hydrant was 
at the end of William street. The wa- 
ter company gave testimony indicating 
that that was not a desirable location 
inasmuch as William street was a 
dead-end street and, in the event of 
fire in any of the houses on William 
street, it would be necessary for the 
fire apparatus to pass the fire in 
order to connect with the hydrant, 
and that such a location was not re- 
garded as good practice. So far as 
the location of the fire hydrant is con- 
cerned, this question is not properly 
before this Commission. In the first 
place, the Kerhonkson fire district is 
the body primarily charged with the 
duty of determining where a fire hy- 
drant should be located on William 
street if, in fact, one is required; and 
it is for them to determine with the 
water company as to its location. To 
a small degree the question as to 
whether or not there will be a fire 
hydrant, of course, affects the revenue 
which would be received from the line. 

This Commission adopted rules re- 
lating to the extension of water serv- 
ice in Case 9328. Rule 3 requires an 
extension by a water company of its 
mains 75 feet for each new customer. 
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Including the present customers on the 
190 feet of presently existing 14-inch 
pipe, there would be at least 600 feet 
of pipe required (due to the location 
of certain of the houses a question 
arises as to how many should be in- 
cluded and the figure of 600 feet rep- 
resents the minimum to be included). 
If only the four new customers are to 
be included, allowing 75 feet to a cus- 
tomer, 300 feet as against an estimate 
of 214 feet represents the additional 
construction in William street, or 280 
feet if the service laterals are included. 

Rule 6 of the order says: ‘“How- 
ever, replacement of reconstruction of 
mains and service pipes of less than 
2 inches in diameter in excess of 75 
feet in length, heretofore installed and 
privately owned, shall be governed by 
Rule 3 hereof.” 

Rule 8 provides that any company 


may make application to this Commis- 
sion for a modification of the rules 
if the corporation believes any of its 
rules, due to special facts or circum- 
stances, are unjust or unreasonable. 
[1] Under the rules discussed above, 


unless there are unusual circum- 
stances which will be discussed here- 
after, there can be no question but 
what the company would be required 
to make the extension and, in this con- 
nection, it should be pointed out that 
with the additional customers on the 
line a 14-inch pipe is not sufficient to 
provide water for all of the houses on 
William street ; and it would be neces- 
sary for the company to install a larger 
main from Foordmore avenue, which 
would mean replacement of the exist- 
ing 14-inch main which now extends 
for 190 feet in William street. 
Subsequent to the company’s refusal 
to make the extension, the complain- 
ant connected pipes with the four new 
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houses from the end of the 14-inch line, 
In some places these pipes are substan- 
tially on top of the ground and the 
plan to keep the pipes from freezing 
was to “bleed” them, or, in other 
words, leave the end of the line open 
so that water would continuously flow 
through. There appears to be no 
question but that such a plan as a 
permanent solution is unsatisfactory. 

The company’s objection to the ex- 
tension of the main is that the upper 
part of William street contains a large 
amount of rock. While there is some 
dispute in the record as to the amount 
of rock underlying the street which 
would need to be excavated, in some 
places the rock comes to the surface 
and in building the houses, which are 
on a side-hill, the construction was to 
excavate to the rock with the result 
that the up-hill side of each of the 
houses is level with the existing grade 
but the down-hill side of the houses 
are above the grade, and the space 
underneath has been generally used 
for* garage purposes. Except by ac- 
tual excavation it cannot be deter- 
mined exactly how much rock excava- 
tion would be required, but it can be 
said that unquestionably the greater 
portion of the excavation will be in 
rock. 

The water company offered the evi- 
dence of a contractor as to the cost 
of the additional construction. His 
testimony was that the cost of laying 
a 2-inch main with necessary connec- 
tions would be $4,672.18 and that, if 
it were not for the rock excavation, 
the total cost would be $380. The 
complainant, although offering no tes- 
timony as to the actual cost, contends 
that this amount is grossly excessive 
both as to quantities of rock, unit price, 
and methods of construction. It ap- 
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pears without dispute that the total ad- 
ditional revenue to the company will 
be $24 per customer, or a total of $96 
per year. 

The company’s last available Bal- 
ance Sheet as shown by its annual re- 
port for the year 1946 follows: 


Water Plant $29,597.96 


Cash and Working Funds 3 
Accounts Receivable 908.50 


$31,597.19 


Common Stock $14,620.00 


Reserve for Depreciation 


(5,518.36) 
$31,597.19 


* Surplus 


* Figure not shown in Annual Report. 


As shown by its annual reports the 
company’s total operating revenues 
and expenditures follow.’ 


Discussion: 

Under the rules adopted by this 
Commission the company is unques- 
tionably required to make the neces- 
sary extension in William street, which 
includes relaying of the present 190 
feet of 14-inch pipe, unless the cir- 
cumstances created such a hardship 
that the company should be relieved 
from the requirements of the rule. If 
the company’s contention is correct, 
it will be obliged to expend in the 
vicinity of $4,000 to serve four cus- 
tomers from which it will receive an- 
nual revenue of $96. It is clear that 
this is far less than a reasonable re- 


turn with depreciation, taxes, and 
maintenance on the extension. The 
result will be that other customers of 
the company will be required to pay 
the cost of this extension. Under the 
circumstances, it does not appear to be 
equitable to require the other cus- 
tomers of the company to pay for this 
extension. It is, however, only prop- 
er that the company should extend its 
mains under proper conditions to serve 
the new customers. There can be no 
question but what the present method 
under which they are getting water is 
extremely unsatisfactory and should be 
discontinued. 

There are three methods under 
which the extension can be accom- 
plished. 

(1) Construction by the company 
and the payment by the customers of 
a surcharge. 

(2) Construction by the company 
and the payment by the customers of 
a flat contribution. 

(3) Construction by the customers. 

The figure of about $4,000 for rock 
excavation is seriously challenged by 
the complainant. So far as the record 
is concerned, however, it is the only 
figure before the Commission. If the 
cost of the rock excavation were used 
as a basis for a surcharge with the 
normal rate of 9 per cent, the surcharge 
to the customers would be very sub- 
stantial. 

One difficulty about the rock con- 
struction is that with the required 





1 REVENUES 
Consumers 


1944 $3,960.60 
4,403.25 
5,192.82 


Net Income 
Deprec. 
$678.73 
678.73 
678.73 


EXPENDITURES 
Taxes 
$475.99 

650.20 
552.21 


Operating 
$2,268.89 
3,073.18 
3,063.27 


The rates of the company are all “Flat Rate” with a minimum charge of $3 quarterly or $12 
annually. A full-plumbed house with bath and toilet amounts to $24 annually. Fire protection 


amounts to $624 annually for 10 hydrants. 
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blasting it is possible, unless care is 
exercised, to damage the houses along 
the street. This is particularly true 
where the houses rest on rock. The 
company would be required to and 
would doubtless exercise very great 
care to avoid claims for damage to 
plaster or other damage to the houses 
in view of the particularly hostile situ- 
ation which exists. 

[2] The complainant is an experi- 
enced contractor and it well may be 
he could do the rock excavation much 
cheaper than the company could by 
hiring an outside contractor. In any 
event, if the customers are to be re- 
quired to pay any part of the cost, 
they are due assurance that it would 
be done as cheaply as possible and it 
would seem only fair that they should 
have their choice of the method to be 
employed. Under the circumstances, 
and in justice to the other customers 
of the company, the four customers 
who desire service should be required 
to substantially pay for the rock exca- 
vation which makes the construction 
sO expensive. 

At the conclusion of the hearing it 
was suggested by the Hearing Com- 
missioner that the practical solution 
was to secure an agreement. Coun- 
sel for the complainant and water com- 
pany, however, have been unable to 
secure a meeting of the minds of their 
respective clients. If a surcharge is 
to be adopted here, it does not seem 
that the normal surcharge under such 
circumstances should be invoked, be- 
cause under any circumstance the 
company would be required, were it 
not for the unusual rock formation, to 
pay all costs of the extension. With 
present money rates it would seem that 
a surcharge of 44 per cent based on 


the cost of rock excavation plus the 
normal charge would make the com- 
pany whole. [If fire protection is to be 
afforded at present or at a future time, 
it appears that at least a 6-inch main 
should be laid from Foordmore ave- 
nue to the last house on William 
street. 


Conclusion and Recommendation: 

The Kerhonkson Water Company 
should be required to lay a 6-inch main 
connecting with the present main in 
Foordmore avenue on William street 
and to construct the necessary service 
connections in the street to furnish all 
the houses now located on William 
street with water, and to complete such 
construction within six months upon 
the condition that, at the option of the 
four new customers on William street 
now not furnished, 

(a) Said customers, or any of them, 
give satisfactory assurance to the com- 
pany that such customers will pay the 
difference between the cost of normal 
construction and the cost of rock exca- 
vation for the main on William street; 
or 

(b) Said customers, or any of them, 
will agree to pay an annual surcharge 
on such additional cost represented by 
rock excavation of 44 per cent of said 
cost ; or 

(c) Said customers, or any of them, 
shall at their own expense excavate any 
rock necessary for the laying of water 
mains in William street. The excava- 
tion should be to a depth of at least 44 
feet and of sufficient width to permit 
the proper laying of pipe. All cost in 
connection with the extension other 
than rock excavation, as set forth 
above, should of course be borne by 
the company. 
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Pi Industrial Progress 


A digest of information on new construction by pri- 


imilar infor t 
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to government owned utilities 
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also notices of pe A omy . y Fosse 


Lighting Educational Program 
For Grade School Classes 


A through which electric utility 
companies can assist the elementary school 
teachers in their areas to bring their students 
important information on the relationship be- 
tween light and sight, with helpful instruction 
on the use of modern lighting fixtures and 
lamps for more adequate sight protection, has 
just been released by the Better Light Better 
Sight Bureau. 

Intended for the instruction of children in 
the fifth and sixth grades, the program con- 
sists of a group of twelve large-size, colored 
charts, with leaflets, quiz sheets, and a teacher’s 
guide. Material for a series of three lessons 
is provided, to cover first the function of the 
eye in seeing, then the importance of adequate 
light for varied seeing tasks, and lastly, the 
proper use of light to help the eyes. Three 
leaflets are supplied for distribution to pupils, 
one being furnished for each day’s lesson. 

The background and a detailed description 
of the program, which was developed by the 
Bureau’s Home Lighting Education Committee, 
in consultation with the research division of 
the National Education Association, Wash- 
ington, D. C., are presented in two plan books, 
one of which is intended for the guidance of 
utility representatives in planning their use of 
this project. The sécond plan book, designed 
for presentation to school administrators, out- 
lines the reasons for this program and demon- 
strates, its value to the pupils. 

Complete sets of these materials, for classes 
of 40 pupils, are offered by the bureau at $6.50 
per set. Plan books and materials are avail- 
able from the-Better Light Better Sight Bu- 
reau, 420 Lexington avenue, New York 17, 
New York. 


‘“Analyslip” Method Introduced 
By Ditto, Inc. 


D7 INCORPORATED, has developed a pat- 
ented method of breaking down any list 
of items by item—each item on a separate sheet 
of paper—without rewriting. 

It is done by running a set of overlapped 
strips called “Analyslips” through a Ditto 
duplicating machine-to pick up one item on 
each Analyslip. As many as thirty such slips 
can be run through the machine at one time. 
The slips are then torn apart and used as de- 
sire 

Some of the ways in which Ditto Analyslips 
have been used are: Inventory control, sales 
analyses, stock taking, labor tickets, movie 
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tickets, analyses of purchases, inspection unit 
copies, etc. 

itto Precision Spaced Analyslips can be 
made in practically any size, either paper or 
card stock, in any number of units to a set 
printed on one or both sides. 


AGA Opens Gas Heating 
Progress Contest 


NDIVIDUALS who have made outstanding 

contributions to the advancement of gas 
house heating will receive a total of $1,000 in 
cash prizes this year in the second annual con- 
test conducted by the American Gas Associa- 
tion and sponsored by The Coroaire Heater 
Corporation. Winners of the AGA Gas Heat- 
ing Progress Award, as it is known, will be 
announced at the association’s annual conven- 
tion in Atlantic City, New Jersey, October 4-8, 
1948, 

Purpose of the award is to give public recog- 





With or Without 
Nut Reteiners 


This Sherman Con- 
nector assures tight, 
permanent, 
dependable wire 
connections, without 
excessive wrench 
torque, because 
threads on both 
body and nut are 
machine cut, and 
checked with preci- 
sion gauges to mate 
HM. B. SHERMAN MFG, CO. 
Battla Creek, Mich. 
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YES, the PENN-UNION Connector 


for the WRENCHES—a good - sized 


The COMPLETE Line of Conductor Fittings. 


JUNE 17, 1948 


LARGER SURFACES 


HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have 
to make a splice in close quarters, 
or any unhandy location. 


BETTER DESIGN is a feature of the 
entire Penn-Union line, which in- 
cludes Tees and Taps, Straight 
Connectors, Terminals, Grounding 
Clamps, and many more fittings . . . 
every one thoroughly dependable, 
mechanically and electrically. Pre- 
ferred by leading users, who have 
found that “Penn-Union” on a fitting 
is their best guarantee of unfailing 
service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


PENN-UNION |e 


Corsoucron fFirrnc ™ 





nition to those individuals who have done most 
to create, maintain, and increase consumer de. 
mand for gas heating. It is open to any execu. 
tive or employee of any gas utility, holding 
or service company meniber of the American 
Gas Association, or any individual members 
of the association, with the exception of em- 
ployees of gas appliance manufacturers. 

Five awards will be made as follows: First, 
$500; second, $250; third, $150; fourth, $50; 
and fifth, $50. 

The awards in this annual contest will be 
made to those individuals who have made the 
greatest contribution during the period from 
July 30, 1947 to September 1,' 1948. Entries 
must be postmarked not later than September 
1, 1948 and should be addressed to the Ameri- 
can Gas Association, 420 Lexington avenue, 
New York 17, New York. 

Contributions will be judged by a qualified 
jury of awards representative of the gas in- 
dustry. Such contributions may-be in the form 
of gas heating sales and promotional programs 
to consumers or architects and builders; a gas 
heating research project; product development; 
an address before a gas industry meeting; a 
written article in a gas trade magazine; or any 
other activity contributing to gas heating 
progress. 

Satisfactory descriptive material and evi- 
dence of accomplishment must accompany each 
entry, and contestants are requested to eliminate 
all identification from the material submitted 
for judging. The contestant’s name and com- 
pany should accompany the material on a sepa- 
rate sheet. 

A brochure containing complete details of 
the contest will be mailed to delegates of all 
AGA company members, and to gas utility 
sales managers. 


Revolutionary New Watthour 
Meter Announced by G-E 


REVOLUTIONARY new watthour meter that 

features magnetic suspension of the rotat- 
ing element has been announced by the meter 
and instrument divisions of the General Elec- 
tric Company. 

Designated as the Type I-50, the new “float- 
ing disk” meter has been designed to give al- 
most a lifetime of trouble-free operation at 
minimum maintenance costs. A small amount 
of magnetic material supports all the weight of 
the disk and shaft, thereby eliminating the need 
for the jewel bearings that have been a major 
cause for meter maintenance. 

The magnetic suspension element consists of 
two concentric magnets of cunico, a high- 
coercive material, which have been placed one 
within the other. The outer magnet is attached 
to the meter frame, the inner magnet to the 
upper end of the disk shaft. The interaction 
of the two magnetic fields supports the rotating 
system at a small downward displacement. To 
keep the shaft in vertical alignment, stainless- 
steel guide pins are located at the top and bot- 


‘Additional information on the new watthour 
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the luxurious new 


Presto Deepwell-Pressure 
Cooker. Automatic 
Deepwell » Wel-Com-Up 
fourth surface cooking unit 
fully automatic. Two big 
ovens—one super-sized, 
one auxiliary, both 
automatic ¢ Two appliance 
outlets—one automatic « 
Warmer drawer that 
maintains 130-degree heat. 
Spacious storage drawer 
Choice of four different 
top arrangements— 
Safety-Top, Cluster Top, 
Divided Top, 4-Unit Top. 


Complete Line 
includes: 


CUSTOM 8 
ELECTRIC RANGES DE LUXE 6 
Product of PRESSED STEEL CAR COMPANY, INC. DE LUXE 4 
Since 1898 Makers of Fine Stee! Products BUDGET 
“PRESSED STEEL CAR COMPANY, INC. 
Domestic Appliance Division 
666 Lake Shore Drive, Chicago 11, Illinois 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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meter can be found in Bulletin GEC-350 now 
available at the General Electric Company, 
Schenectady 5, New York. 


Westinghouse to Expand 
Transformer Plant 


ESTINGHOUSE ELectric CorPoraTION will 

boost production of large power trans- 
formers by building a 92,000-square foot addi- 
tion to its Sharon plant according to a recent 
announcement by John K. Hodnette, Westing- 
house vice president and manager of the com- 
pany’s transformer division. 

Demand for power transformers today is 
more than six times as great as the average 
for the prewar years ending in 1940. The new 
addition will bring Westinghouse production 
of power transformers to an all-time high level 
and will provide the necessary flexibility for 
meeting the requirements of its customers. 


Ohio Coal Assn. Issues Booklet 


$6 Ganne the Fuel Dollar” is the title of an 
attractive booklet recently published by 
the Ohio Coal Association. It highlights the 
advantages of a fuel investigation to achieve 
lower power costs and contains helpful sugges- 
tions on how to conduct one. 

Free copies are available by writing’ to the 
Engineering-Research Division, Ohio Coal As- 
«ai Rockefeller building, Cleveland 13, 

io. 


Ebasco Services Appointment 


BASCO SERVICES INCORPORATED has an- 

nounced the appointment of Francis W. 
Crandall as manager of its Washington office. 
He succeeds William P. Reilly, who recently 
resigned to become president of The Arizona 
Power Company. 


Mechanical Rack Rakes 
Described in Catalog 


HE Newport News mechanical rack rake 

—a power-operated rake for cleaning trash 
racks at water intakes for hydro-electric plants, 
steam plants, pumping stations, canals, and 
similar installations—is described in a catalog 
recently issued by the Newport News Ship- 
building and Dry Dock Company. Typical ar- 
rangements of the rack rakes are given. Copies 
of the booklet may be obtained by writing the 
manufacturer at Newport News, Virginia. 


Delta-Star Introduces New 
Vertical Break Air Switch 


NEW vertical break air switch has been 

announced by the Delta-Star Electric 

Company, 2400 Block, Fulton street, Chicago 
12, Illinois. 

wn as the “MK-40,” this switch is of 

the rotating blade, high pressure contact type 


JUNE 17, 1948. - 


and is said to incorporate many new features 
highly desirable in the heavily loaded circuits 
of present-day power systems. Claimed for 
it are superior electrical and thermal character- 
istics emphasized by a minimum of current 
interchange surfaces, and simplified, positive 
mechanical design embodying a minimum 
number of parts. 

These new “MK-40” switches are available 
in all standard voltage and ampere ratings, for 
upright, inverted or vertical mounting. 


Electrical Wire Manufacturers 
Producing at Record Rate 


LECTRICAL wire manufacturers in the 

United States are now producing wire 

for homes and commercial buildings at the 

record rate of six billion feet per year, nearly 

three times the prewar rate, according to 

figures released recently by United States 
Rubber Company. 

Reason for the high production is the post- 
war building boom. Almost 100 per cent of 
the homes being erected today are wired for 
lighting and appliances and, in some instances, 
electric heating. The average size home uses 
1,500 feet of wire, according to C. W. Hig- 
bee, manager of U. S. Rubber’s wire and cable 
department, 


Efficiency of Microfilming 
Increased by New Reader 


HE efficient use of microfilming as a busi- 
ness system is expected to be substantially 
increased by the speed and simplicity of a new 
type of motor-driven reader developed by the 
photo records division of Remington Rand Inc. 
Known as the Film-a-record Reader-Desk, 
this unit incorporates many exclusive features 
designed to facilitate reference to micro-rec- 
ords. According to the manufacturer, tests 
have shown that an inexperienced operator 
can load it and locate any image on a 100-foot 
roll of indexed film in less than 60-seconds 
without leaving her chair. 

Film can be traveled through the Reader- 
Desk in either direction as fast as 150 feet per 
minute and brought to a full stop instantly by 
turning a single control knob. Transcriptions 
can be made’ with one hand while operating 
it with the other hand. 

Overall dimensions of the Reader-Desk are 
36 in. wide by 324 in. high by 27 in. deep. It 
will be available in July. A complete description 
is included in a new folder entitled “From 
Film Box to Screen In 60 Seconds.” For a 
free copy, write to Remington Rand Inc., photo 
records division, room 142, New Y 10, 
New York. 


Illinois Telephone Expands 


| igewne Bett TELEPHONE COMPANY may 
spend ware than yw rang oath pe a 

structions this year, having ex: 

eeapany spent $79,000,000 and in 1946 a total 

company spent ,000, in a 

of $40,000,000, 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 
ern utility plant needs. Springfield in- 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 


for outlying stations and standby service. _ see your nearest Springfield representa- 


rers Springfield service includes the design, tive. Descriptive literature on request. 
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Inc. § ¢ BENT TUBE BOILERS 

Yesk, For maximum efficiency in minimum space! 

ures Carefully balanced Springfield designs built to give 

-rec- extra values in performance and dependability. 

tests Water cooled furnace. Gas flow distributed uniformly © STRAIGHT TUBE BOILERS : 
ator across width of unit. Dry steam. Minimum superheat A design preferred by many engineers. 
foot variation over wide load range. Built in any capa- Big \overload capacity; quick response to loads. 
nds city from 10,000 Ibs. up. High availability; less outage. Every quality feature 


der- 





you want in a boiler. Specially designed for cap: 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction: 
available for large units. : 


© TYPE M STANDARDIZED BOILERS 
Standardized for quicker delivery 


.-. lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 


like a“’BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — al! of evn 
Springfield's finest quality features. »)|f 


SPRINGFIELD 


1960 E. Capitel Ave. 


CO. 


BOILER 


Springfield, Ilinois 


Worldwide Sales and Service 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly June 17, 19% 





NEWPORT NEWS 
MECHANICAL 
RACK RAKE 


Ter Newport News Mechani- 
cal Rack Rake is a power-operated 
rake for cleaning trash racks at wa- 
ter intakes for hydroelectric plants, 
steam plants, pumping stations, ca- 
nals and similar installations. It 
cleans the rack bars of trash and re- 
duces a former major hand operation 
to one of minor periodic activity. 
With Newport News Mechanical 
Rack Rake installations, one man 

EF Water users per shift can, under ordinary condi- 


troubled with trash are tions, keep the racks clean for a 
invited to write for 

new descriptive rack dozen bays. 

rake catalog. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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Exide 


BATTERIES 


The Heart of Exide Central Station 


Batteries is the positive plate... 


The Exide Battery with the manchester positive plate 
is different from all others. This plate, with its unique 
lead button construction, has always been the heart 
of Exide Central Station Batteries. The buttons— 
rolled strips of corrugated soft lead—are forced into 
holes of a special lead-antimony grid. Forming action 
expands the buttons and locks them securely in place. 
The result—tremendous reserve power, exceptionally 
long life, trouble-free performance. 


Exide Batteries have earned the confidence of engineers 
everywhere. Their widespread use for control bus 
operation and other storage battery tasks is proof of 
their dependability, long life and ease of maintenance. 


Whatever your storage battery problems may be, 
Exide engineers will be glad to help you solve them. 


1888... Dependable Batteries for 60 Years ...1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
. Exide Batteries of Canada, Limited, Toronto 
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P. U. R. 
PUBLICATIONS AND SERVICE 


Essential to those interested in the public 
industries, their regulation and allied topic 





PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

containing authentic decisions 

of commissions and. courts , 

4. dealing with the problems of 
Annval Subscription utility regulation. Five vol- 
Price umes a year—$7.50 each. 


$43.50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, ancly- 
ses and explanations of day- 
to-day developments. 


Us 


$15 
Twenty-Six 
Issues @ Y 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 

tive encyclopedia of Public Service 

$162.50 law and Reguiction. A life-time 

With Current Digest.; kept up-to-date by annual 
Pocket Parts supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 

minutes. 


Qvarterly 








- FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 


$25 Qvarterly 


Current Services 





FPC 


A brief and pointed digest of 
the administrative rulings of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 


$36 le 








FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 1 (SEC) 


as tati of the 
Public Cae Holding Company 
Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 





Price: $12 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 


SS 


Price: $15 








P.U.R. 
Question Sheets 
Tweuty-Six Issues Annually $10 


Ten brief questions on up-to-date 
problems, answered by the commis- 


sions and courts. 


An easy way for a 


busy man to keep informed on current 


utility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


WASHINGTON 4, D. C. 


MUNSEY BUILDING 
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MERCOID AUTOMATIC CONTROLS HAVE 
WHAT EXPERIENCED ENGINEERS WANT 


1. ASSURE POSITIVE SAFETY—the prime purpose of a control. 


2. BUILT FOR YEARS OF DEPENDABLE PERFORMANCE—an economical feature. * 


3. SIMPLIFIED FOR EASE OF INSTALLATION—appreciated by the trade. 


4. CONVENIENT FACILITIES FOR MAKING UNDERSTANDABLE ADJUST- ' 


MENTS - no time /ost in calculating or guesswork. 


5. THE ONLY 100% MERCURY SWITCH EQUIPPED CONTROL LINE—al// “makes” 


and ‘‘breaks”’ in the electrical circuit are hermetically sealed, therefore immune to dust, 
dirt corrosion, open arcing, pitting, or sticking of contacts—common causes of contact 
trouble. Mercoid switches provide an electrical contact that will give millions of perfect 
operations over a long period of time. 


If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


Catalog sent upon request 
THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILLINOIS 
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»CLEVELANDS 


YOU GET Depeudatle ~ CUOUMAUCE 


WITH OPERATING AND MAINTENANCE ECONOMY 
ON YOUR TRENCHING JOBS 





on OS es AN a 
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¢ OIL * GAS * GASOLINE « WATER 
¢ SEWER ¢ CONDUIT ¢ DRAINAGE 
¢ BUILDING FOUNDATIONS 


In CLEVELANDS you have machines upon which you can depend 
absolutely to deliver high trench yardage day after day with a min- 
imum of down time and at low fuel and maintenance costs. Their 
reliability, speed, versatility and stamina have been proved on the 
toughest kinds of digging on thousands of jobs in all sorts of soils. 


And the reasons why are to be found in their correct, compact, 
full-crawler wheel-type design and their superior, all-welded, unit- 
type construction from finer, tougher materials. 


4 THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE . CLEVELAND 17, OHIO 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, design, and contruction. > > 


» 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$¢ ford, Bacon & Davis 


* 
VALUATIONS Eng CONSTRUCTION 
REPORTS IN1eers RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 


a 








GILBERT ASSOCIATES, Inc. 


ENGINEERS 


SPECIALISTS 
Sceam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 


Operating Betterments, Personnel Relations, 


Inspections and Surveys, Reading. e Philadelphia Original Cost Accounting, 
Feed Water Treatment. Washington © New York Accident Prevention, 














FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK 8. DECHANT 
ENGINEERS 
Reports Designs Management 

NEW YORK : 
Atlanta ‘Knoxville Philadelphia San Francisco 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 





vy. 
we ) > > 
OGMUETETT MG 
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Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCORSEORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Besten 10, Mass. Washington, D. C. 
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Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 


PURCHASING INSURANCE AND DEPRECIATION 
CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET 





m Complete Services for GAS and ELECTRIC Utilities 
DESIGNING « ENGINEERING @« eit Pritchard 


PIPING * EQUIPMENT « SURVEYS 


Complete Plant Addition ' nstaHlations 
: a ae te is eretitable operativn E * CONSTRUCTORS * MANUFA 





ENGINEERS 
AND 


CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicage 3, lil. 








E. A. STEINBERGER 
Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 
1309 Liberty Bank Building Delies 1, Texas 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals - 


; Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 

Airftel Refuse Incinerators, Industrial Buildings 

City Planning, Reports, Valuations, Laboratory 


1528 WALNUT STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 
DESIGN CONSTRUCTION SOPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Structures — UTiiries 
F.Loop Contro. — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 
Contractors 
TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH DeaARBORN St. Cxicaco 











W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











Francis S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 


MANFRED K. TOEPPEN 
ENGINEER 
CaNSULTATION—I NVESTIGATION—REPORTS 


MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 


MATTERS 
639 South Spring Street, Los Angeles 14, Calif. 
ana 
261 Broadway, New York 7, N. Y. 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN e° _ SUPERVISION 
New Haven, Connecticut 














JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Agente, + Investigations - Reports 
connection with 
ome nine depreciation, fixed capital 
jassification, original cost, security issues. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Index to Volume XLI 


Including the Issues of January 1, 1948 
to June 17, 1948 
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Feature Articles 
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The Utilities Face a Big Financial Problem Fergus J. McDiarmid 
Washington Utility Outlook for 1948 Francis X. Welch 
The Battle over Water in the West Alfred M. Cooper 
Pensions in Public Utilities Marion Hammett 
The Regulatory Battle of Two Rivers Arnold Haines 
Need for Selling Service to the Public ................... S. B. Williams 
Sinking-fund Provision for Utility Preferred Issues John P. Callahan 
Outlook for New State Utility Laws in 1948 
How Is the Lobby Law Working? 
Public Utilities and City hn 
Should Public Utilities Advertise Harold S. Metcalfe 

Utility Customers Are People—Talk to Them! ........... C. L. Sullivan 

The Plight of Labor under Totalitarianism William B. Smith 

Public Power and Taxes Roy A. Wehe 
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Some Aspects of Foreign Aid T. N. Sandifer 

Spread of Smoke Regulations for Public Utilities Bethune Jones 
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DON'T WAIT 
FOR FIRE 4 
TO STRIKE... * 











Breakdown in a 16,000 k.v.a. transformer . . . 
severe internal arcing . . . relief dise blows 
out... oil is violently ejected . . . intense 
fire envelopes nearby equipment ... two 
adjoining transformers let go and add to the 
fury of the flames. It took a 1'2-hour battle 
to subdue the fire — and $50,000 to replace 
and repair the damage! 

A Grinnel Mulsifyre System now protects 
the equipment—as well as installations of many 
other public utility transformer stations. 

Wide acceptance of Grinnell Mulsifyre Sys- 
tems is based on a proved effective principle — 
in which blazing 
oil is emulsified 
with a driving 
spray of water. 
The emulsion 
formed by the 
water spray is 





















Protect Now with GRINNELL 





MULSIFYRE 


fire-extinguishing —the fire goes out in a few 
seconds — reignation is prevented. 


There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spray 
strikes conductors carrying high voltages. Mul- 
sifyre Systems are permanently installed — are 
constantly on guard when operated automatic- 
ally — or may be operated manually. 


Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flam- 
mable oils immiscible with water, wherever 
such oil is a fire hazard — in transformers and 
other oil-filled electrical equipment. 


Don’t wait for fire to strike! See that your 
equipment has this 24-hour-a-day protection 
from now on. Experienced Grinnell engineers 
will help you plan protection. 


GRINNELL eS COMPANY 


Ine 
Executive Offices, Providence 1, R. I. 


Branch offices in principal cities, 
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